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HE ROUND TABLE is a co-operative enter- 

prise conducted by people who dwell in the 
different parts of the British Commonwealth, and 
whose aim is to publish once a quarter a com- 
prehensive review of Imperial politics, free from the 
bias of local party issues. To this is added a careful 
and impartial treatment of outstanding international 
problems that affect the nations of the Common- 
wealth. The affairs of THE Rounp TABLE in each 
portion of the Commonwealth are in the hands of 
local residents, who are responsible for all articles 
on the politics of their own country. It is hoped 
that in this way THE RouND TABLE serves to reflect 
the current opinions of all parts about Imperial 


problems, and at the same time to present a survey 
of them as a whole, in the light of changing world 
conditions. 





DANGER SIGNALS FOR THE ~ 
COMMONWEALTH 


HE failure of the League over Abyssinia and the pro- 

gress of rearmament have fundamentally changed the 
problem that confronts the nations of the British Common- 
wealth. Until six months ago the majority of people, 
both in Great Britain and in the Dominions, thought of 
foreign problems in terms of world peace—of how the 
League machinery could be used to prevent wars that did 
not'directly concern British territory. That era has passed. 
They have now to consider foreign affairs as affecting 
their own security. In these circumstances THE ROUND 
TABLE sees only danger in not facing frankly the realities 


that now confront us. For it is only by facing facts that we 
can save ourselves from again being misled by some of the 
illusions that have recently beguiled us. 


I. THE BREAKDOWN OF THE LEAGUE 


HE first thing to realise is that the League of Nations 

as a system of universal security has completely broken 
down. It has broken down partly because of defects in its 
own constitution, and partly because of the new facts created 
by universal rearmament. The League can still do an im- 
mense amount to promote world peace. But it cannot give 
security to its members through the universal and automatic 
obligations of Articles 10 and 16 of the Covenant. Security 
now depends upon armaments and upon far more explicit 
military undertakings, between individual States, than are 
contained in the Covenant. 
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The fundamental reason for this breakdown of collective 
security, as has often been pointed out in these pages, is 
that the Covenant leaves intact the full national sovereignty 
of its members. That, as the experience of every league of 
sovereign States has proved, makes inevitable four fatal 
weaknesses. A league of sovereign States can seldom, 
if ever, agree about important issues, and there can be no 
method of arriving at a decision by majority vote. It is 
unable to alter the s/atus quo in important respects, because 
such alteration can be made only with the consent of the 
members most concerned, which can hardly ever be ob- 
tained. It is unable to abate economic nationalism, and 
economic nationalism inevitably produces such economic 
and social dislocation as to make democracy almost unwork- 
able. Finally, if a league of sovereign States attempts to 
coerce one of its larger and more powerful members: the 
instrument that in the last resort it must use is war, for that 
is the only way in which a powerful Government can be 
coerced against its will. 

These fatal defects are inherent in any form of league or 
confederation of sovereign States. It is perfectly true that 
the world would have been far better off to-day if the ideas 
originally formulated by President Wilson had been carried 
out in their entirety. If all nations had been members of the 
League, if all or nearly all had been democracies, if all had 
accepted free trade or low tariffs and had cancelled or im- 
mensely reduced war debts and reparations, and if all had 
disarmed, we should certainly be both more prosperous and 
in less danger of war than we are to-day. But none of these 
things happened, because national sovereignty forbade 
them. When the League came into being it did not set 
about revising the more extreme discriminations against the 
ex-enemy Powers, as Wilson had hoped. On the contrary, 
under the influence of France, it became the principal agency 
for enforcing the Treaty of Versailles. And when it 
attempted to give effect to the guarantees against aggres- 
sion contained in Articles 10 and 16 of the Covenant the 
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League failed in the three critical cases of the Chaco, Man- 
churia and Abyssinia, for the reason that no member was 
willing to risk war in order to vindicate the Covenant. 

The common reply that the League would work if all its 
members lived up to their obligations is invalid for three 
reasons. The first is that the economic action against the 
aggressor provided for by the Covenant is inadequate unless 
it is both universal and backed by a readiness to go to war. 
The second is that sovereign States will not incur the risks 
and sacrifices of war unless their own vital national interests 
are involved. The third is that a peace system which rests 
upon the use of war is as unlikely to lead to a peaceful world 
as was the grand alliance against autocracy that won the 
victory in 1918. As an instrument of security, therefore, 
based on the automatic obligations embodied in the 
Covenant, the League is “ functus officii” and the sooner 
this fact is recognised by the excision of these obligations 
the sooner will the nations reach the method of preserving 
freedom and peace that is most practical in a world that 
insists on national sovereignty. 


II. CaprratismM, COMMUNISM AND FAscIsM 


UT before coming to the consequences for the British 

Commonwealth of the breakdown of the League as a 
system of collective security, let us examine two other 
aspects of the contemporary problem in more detail. The 
first is the gradual internationalising of the conflict between 
communism and fascism. ‘The second is the effect of 
economic nationalism and rearmament. 

Few thinking people will dispute that the broad ideal of 
socialism, namely, that the economic system should function 
for the benefit of all the people rather than for the exclusive 
benefit of its capitalist owners, is playing the same part in 
contemporary politics as the idea of democracy began to 
play from the date of the American Revolution onwards. 
We have seen it in the rise of socialist and labour parties 
everywhere. Inside the British Commonwealth and in other 
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democratic countries we have been quite content that the 
method, if one can be found, whereby work at good wages 
can be guaranteed to all, and the present inequality in 
wealth greatly diminished, without lowering the general 
standard of living and destroying individual responsibility 
and initiative, should be discovered by constitutional and 
democratic means. 

But marxism, the extreme doctrine of socialism, as 
accepted by the Communist party, repudiates altogether the 
constitutional and democratic method. It regards the demo- 
cratic state as the instrument through which capitalism 
wields and keeps its power, and it preaches the doctrine 
that the only road to the socialist goal is for the proletariat, 
led by the Communist party, to seize the state and use its 
power to nationalise at one blow all the means of produc- 
tion, distribution and exchange, and to “liquidate” all 
capitalists and landlords by force. It preaches this doctrine 
on the ground that the owners of property, rather than 
surrender their traditional rights under reform passed by 
constitutional means, will themselves create a dictatorship in 
order to suppress by force the proletariat and its leaders, 
the trades unions and the communists. This doctrine of the 
inevitability of revolutionary violence as the road to com- 
munism has produced its antithesis, fascism, or capitalist re- 
volution, and it is the struggle between the two, especially 
in countries where economic nationalism has caused grave 
social disorder through unemployment, or where reaction- 
ary government has produced explosion, as in Spain, that 
has been the principal cause of the overthrow of democracy 
by dictatorship in Europe. 

Till recently the communist—fascist struggle had seemed a 
domestic question. But the Spanish civil war and its im- 
mediate repercussions throughout Europe have shown 
that, like the Protestant-Roman Catholic question three 
centuries ago, it is becoming a primary issue in the inter- 
national politics of Europe. Let us try to summarise 
briefly what that issue is. 
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The Kremlin—to use a convenient phrase which includes 
the higher direction both of the Communist party in Russia 
and of the Third International, seems to look at the world 
partly from a national point of view but partly through 
eyes dominated by the marxian dialectic. According to the 
Marx-Lenin doctrine, capitalism itself is in a crisis from 
which it cannot extricate itself. In its earlier stage capitalism 
did service to mankind in taking up the discoveries of natu- 
ral science and making practical use of them for the enlarge- 
ment of the world’s economic and mechanical equipment, 
though at a terrible price in sweated labour, slumdom, 
the exploitation of backward races, and the creation of 
vast inequalities in wealth. By degrees, however, capital- 
ism found that competition involved too frequent loss 
and the destruction of too much capital, and produced too 
much labour unrest. Capitalism then began to discover the 
advantages of monopoly, first through tariff protection and 
then through rings, cartels and amalgamations. But even 
a monopoly of the domestic market did not solve its pro- 
blems. Capitalists first sought overseas markets and fields 
of investment and then tried to secure monopolies in these 
areas also by means of preferences, exclusive duties, and 
government favouritism. But this meant that the old 
competition between business firms became political com- 
petition between States for markets, colonies and spheres 
of influence, which inevitably led in turn to competitive 
armaments, alliances and, in the end, war. 

During the Victorian era there was no great war because 
there was relative freedom of trade and migratiox. But 
towards the end of the century protectionism increased, 
most of the world was divided up between the European 
Powers, and the stage was set for what the marxists call the 
first imperialist war of 1914-18. The primary outcome of 
that war was the victory of the democratic imperial Powers 
over Germany and her allies. But what in the marxist view 
was still more significant was the appearance of the first com- 
munist State in Russia, followed by the reaction elsewhere, 
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capitalism in its most combative form, fascism. Fascism, 
however, offers no solution of the problem of war or unem- 
ployment. It only intensifies the preparation for and the 
tisk of war, so that in 1936, after 18 years of intensive work 
for peace by the believers in the League of Nations, the 
world, so the marxists believe, is headed for a worse world 
wart than in 1914. That war may be between fascism and 
communism, but it is even more likely to be between the 
capitalist Powers themselves, for colonies, markets and 
monopoly. It is in the midst of this inevitable war that 
the opportunity for the communist revolution comes— 
when the proletariat finally realises that the capitalist system 
has once more plunged it into the unspeakable agonies and 
- destruction of modern war, rebels against it, and, under 
communist direction, seizes all property and power. 

So the policy of the Kremlin to-day is twofold. On the 
one hand it is, at almost any cost, to keep Russia itself out 
of war. She wants ten or twenty years’ peace to organise 
her own socialist development. Her one fear is lest Japan 
and Germany should combine against her, and in order to 
prevent that catastrophe the Kremlin, while avoiding every 
risk of war itself, will do everything to keep alive the 
quarrels and competition between the capitalist empires. 
On the other hand it is convinced that once general war 
breaks out it will inevitably produce the conditions in which 
a proletarian revolution in favour of communism becomes 
possible. It therefore stimulates education in marxist 
philosophy and communist strategy in every way it can 
through the Third International, and it sustains a small 
but highly trained group of communist revolutionaries 
in every country of the world, ready to take advantage 
of the situation when it is really ripe for revolution and to 
damp down premature efforts to foment it. In the end, 
according to communist dialectic, communism is bound 
to prevail, not by the external activities of Russia as 
Trotsky proposed—though the very existence of Russia 
is a stimulus and a hope to the oppressed coloured races, 
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the unemployed and the dispossessed everywhere in the 
world—but by the contradictions and war inherent in 
capitalism itself. As Stalin has repeatedly said, he is in- 
terested in world revolution, but Russia will not organise 
it; for the revolt of the proletariat can happen only when 
the internal conditions in each country are ready for it. 

At the opposite pole from communism stands fascism. 
The international leader of fascism to-day is national 
socialist Germany. Hitler’s main point of view is quite 
simple. He regards communism as the implacable enemy 
of nationhood. It necessarily divides every nation in two 
irreconcilable halves, the bourgeoisie and the proletariat, 
and sets them at war with one another. Communism, 
therefore, is not the only enemy of capitalism: it is no - 
less the enemy of the national state. It is a poison that 
makes social and national harmony impossible—a source 
of discord that disappears only when either fascism destroys 
communism or communism itself exterminates the bowr- 
geoisie and establishes a dictatorship of the proletariat. 
Hitler opposes to communism the doctrine of nationality 
based on homogeneity of race. He has been the apostle 
of the regeneration of the German people from the 
defeatism, the divisions and the demoralisation of the post- 
war era, and of Germany’s restoration to the position in the 
world to which she feels she is entitled, and of which she 
was deprived by the Treaty of Versailles and a League of 
Nations dominated by France, following defeat in the world 
war. ‘The means by which he seeks to defend Germany 
against communism is internal discipline through a form 
of National Socialist party dictatorship not unlike that 
of the Communist party in Russia, while the means by 
which he seeks to restore her to her rightful position is 
by uniting all Germans in the Third Reich and making it 
the strongest single military Power in Europe. 

The conflict between communism and fascism is tending 
to extend. It is an important element in the Far Eastern 
situation. It is beginning to align certain of the less 
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important States of central Europe, many of whom in 
fact if not in name are fascist dictatorships, with Germany 
against Russia. It has brought Europe to the edge of 
grave difficulties over Spain. And it is helping to draw 
Italy and Germany into the same orbit. 


Ill. THe ARMAMENTS CRISIS 


UT the increasing antagonism between fascism and 

communism is only one half of the present world 
complex. The other is the effect of national sovereignty in 
producing an economic and armaments crisis. The central 
weakness of the marxist argument is that it entirely under- 
rates the effect of national sovereignty in producing the 
troubles that it attributes to capitalism and which are the 
breeding ground in which communism and fascism take root. 
National sovereignty long ante-dated modern capitalism. 
And nowhere does capitalism as such produce war inside the 
sovereign State. As the unity that Europe possessed through 
the Roman Empire and later through the Holy Roman 
Empire and the Papacy broke down, it becaine divided into 
a number of sovereign States, each based on some combina- 
tion of those elements of geography, language, race, history, 
culture or religion which fuse into the consciousness of a 
common nationhood. This anarchy has produced two main 
effects, economic nationalism and the competition in arma- 
ments. 

The pressure of competition has led the capitalist 
inevitably to demand that his own State should first protect 
him from foreign competition by tariffs, and later give 
him a privileged position in such territories as it can control 
overseas. Yet interference with the free movement of 
trade, capital and labour, especially in the almost prohibitive 
forms which such restrictions have taken in the post- 
war years, is admittedly incompatible with the proper 
functioning of the capitalist system. For it prevents the 
adjustment of supply to demand through the operation of 
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the price system. But with increasing intensity in recent 
decades every nation State has raised obstacles to external 
trade, migration and investment, until to-day the world 
consists of a large number of economically nearly water- 
tight compartments. These external restrictions in turn 
have had the inexorable effect of forcing governments to 
interfere more and more, internally, in order to relieve 
unemployment, to protect basic industries, or to prevent 
social revolution caused or threatened by economic 
nationalism. They have also led to dictatorship as the one 
form of government strong enough to take the drastic 
measures necessary to adapt the capitalist system to the 
strait-waistcoat in which it has to function. And it is now 
driving those countries which can command the necessary 
military strength (especially Japan, Italy and Germany) 
to demand colonies or privileged areas for exploitation, on 
the ground that these privileged external markets and, to 
a less extent, sources of raw material supply are necessary 
to relieve the pressure of unemployment at home. But 
the dynamic cause of all these troubles is not capitalism 
but the anarchy of national sovereignties, which makes it 
impossible for the capitalist system to function as it could 
in a world organised as a single State or in which there 
were no barriers to trade or migration. 

It is exactly the same with armaments. In the anarchy 
of sovereign States every country has, in the last resort, 
to depend upon its own strength, or on alliances with others, 
both to maintain its own security and to ensure respect 
for its rights. That means that every nation is for ever 
considering whether its rivals may not be in a position, 
in the event of a quarrel, to strike it a fatal blow, either 
because of superior armament or through some advantage 
in allies, strategic position, equipment or morale. When 
it suspects such an advantage it replies by increasing its 
own armaments or extending its own alliances. Thus 
the competition in armaments and alliances is inherent in 
anarchy, and is now aggravated by the return to dictatorship 
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and the mutual suspicions of fascist and communist 
States. Unless the nations are able to pool their sover- 
eignty in a federation, the world tends to organise itself 
into two or more alliance systems. That is what 
happened before the war, and it is happening again to-day. 
But the root cause of it is neither capitalism—though 
capitalism may inflame the economic antagonism of 
sovereign States—nor the inherent depravity of any people, 
hut the anarchy created by national sovereignty. Even if 
all the world consisted of socialist sovereign States the 
position would be hardly less difficult. For what chance 
would there be of seventy sovereign States peacefully 
agreeing upon what each should produce, or receive from its 
neighbours, considering the immense dislocation that con- 
stant changes in the national production, necessary to meet 
the needs of other nations, would necessarily involve ? 

Both Europe and the Far East to-day are becoming 
increasingly gripped by these two forces—the struggle 
between communism and fascism and the effect of the 
anarchy of national sovereignties in dislocating economic 
life and in producing armaments and war. Of these the 
difficulties caused by national sovereignty are the more 
formidable, because it is in the social disorder created by 
economic nationalism that the struggle between communism 
and fascism reaches its greatest intensity. The pressure, 
too, is far greater in Europe than anywhere else, for the 
reason that in Europe, in an area which if Russia be excluded 
is not much bigger than half the size of the United States, 
no less than 25 sovereign States are trying to exist, with 
tariffs to the skies and armed to the teeth. That is why 
the pressure, both in the communist-fascist struggle and 
in the competition in armaments, is there at its maximum. 
Indeed, it seems clear that the status quo in Europe cannot 
long continue. By some means, by explosion or other- 
wise, a breach in these compartments will be made. 
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IV. GERMANY Looxs East AND WEsT 


ET us now turn to the consequences, especially for the 

British Commonwealth and the system of collective 
security represented by the League, of the competition in 
armaments in Europe and the Far East. No doubt there 
is a profound antagonism between communism and fascism 
and therefore between Russia on the one side and Germany 
and Japan and possibly Italy on the other. But it is doubt- 
ful whether either side would press that antagonism to the 
point of war because of the risks involved. The more 
serious danger of war arises from the strains caused by 
that competition in the armaments of sovereign States 
which is hourly increasing in intensity, and which, unless 
it can be relaxed, must end in explosion. Already Japan 
and Italy have sought to relieve what they believe to be 
their own shortage of room, of markeis and of raw 
materials by imperialist expansion in Manchuria and 
Abyssinia at the point of the sword. Germany is now 
actively putting forward the demand for the return of 
the colonies. She has now laid the foundations for an 
adequate rearmament through an expenditure reputed 
to amount to not less than f1,500,000,000 during 
the last two or three years—an expenditure which 
has also enabied her to reduce her unemployment to 
between 1,000,000 and 1,500,000. There can be no 
permanent relief to the internal pressures that drive 
Germany towards huge armament expenditure and a 
provocative foreign policy except through a revival of 
her external trade—a problem that involves, not merely 
the economic aspects of the colonial question, but the whole 
economic and financial policy of the Third Reich and of 
the countries with which she trades. 

Even more dangerous is the result of the competition 
in armaments. Nobody knows with accuracy the figures 
for the armaments of the various nations. But, approxi- 
mately, Russia has 1,500,000 men under arms and is building 
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a front-line air fleet of 5,000 planes. Germany will shortly 
have between 70 and go divisions, without great masses of 
trained reserves but very mobile and highly mechanised, and 
a front line air fleet of 2,000 to 4,000 planes. France 
and Italy have about two-thirds of these figures. Great 
Britain has a good fleet, is building up to 1,500 to 2,000 
front line planes, but has no expeditionary army that 
could count to-day on the battlefields of Europe. All these 
forces ate steadily being increased. None of the smaller 
nations has forces, or munition facilities to supply them, 
comparable with those of the great Powers. 

Moreover, as an inevitable result of this increasing 
competition, every Government in Europe is being driven to 
consider what its plans would be in the event of war. There 
is probably no Government in Europe to-day that would 
deliberately invite the dangers and destruction involved 
in a general war. But no man can possibly say that there 
is no tisk of war. War might have broken out over 
Abyssinia. It might have broken out over Spain—indeed 
it might still. It might be brought about by another incid- 
ent like the assassination of Franz Ferdinand, which let 
loose the world war of 1914. But ifa general war does break 
out in Europe, from whatever cause, it will not be fought 
for this frontier or that. Every general staff will seek to 
destroy the enemy resistance by the most annihilating attack 
in the shortest possible space of time and so impose a 
peace on its own terms. 

That is why in the discussions of the European general 
staffs the issue between fascism and communism is being 
balanced by another set of considerations. No doubt 
Herr Hitler, in accordance with his own conviction that 
there can be no peace in Europe until the menace of Bol- 
shevist Russia is removed, and with the thesis of Mein 
Kampf that Imperial Germany ought never to have quar- 
relled with England but should have sought a decision in 
the East rather than the West, would prefer, in the event of 
a general war, to attack Russia. But some of the German 
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general staff, looking at the problem, not from a 
political standpoint, but purely as a problem in war, 
are known to urge other considerations. Every general 
staff seeks a quick decision; for it is clear that another 
long war would end in a far more fatal breakdown 
than the last. The German general staff, however, say that 
a quick decision against Russia, whose frontier is 500 miles 
from Germany, is difficult to get, and they ask whether they 
can be assured that, once they are engaged with Russia, 
Germany will not be attacked in the rear by France or other 
Powers. To this latter question, at least during the duration 
of the Franco-Russian treaty of mutual assistance in its 
present form, the answer must be in the negative. In that 
event, declare the general staff, Germany has to face once 
more the possibility of a simultaneous war on two fronts. 
Must she not, then, revert to the Schlieffen plan—that is, 
endeavour to gain a decision first in the West, and then deal 
with Russia and the East at leisure, especially as to-day she 
has nothing to fear from a Russian attack originating from 
a point 500 miles away ? 

For success in such an enterprise two conditions are neces- 
sary. The first is that Germany should have effective allies. 
The second is that it should be possible to deliver a paralys- 
ing blow at England, the principal organiser of the coalition 
against Germany last time. Can such a blow be delivered ? 
The unlimited German submarine campaign can probably 
not be repeated—the counter-measures are too effective. 
But there is the new weapon of the air. The air force is 
not a decisive weapon on the battlefield or against the battle 
fleet. But, in its present state, it can do two things, if it 
can establish an adequate ascendancy over the enemy. 
It can attack directly the economic organisation of the enemy 
country and it can attack the morale of the civilian popula- 
tion. It is, of course, a dangerous weapon to employ, for 
nothing can prevent retaliation. But what causes anxfety in 
England to-day is that for some unknown period in the 
future Germany will have a decisive advantage over her 
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neighbours—at least the western democracies of France 
and Great Britain. The essence of bombing attack does not 
reside in the number of bombers and attendant fighters 
that can go into operation on the first day. Its effectiveness 
depends upon the power to replace wastage, the rate of 
which is certain to be terribly high. A nation, for 
instance, that can afford to lose one-third of its machines 
and pilots every week, and still keep its original front line 
total in the air, will at the end of two or three weeks establish 
a complete ascendancy over an enemy that may start with 
the same number of machines but can only replace one-tenth 
or one-twentieth of its machines and pilots every week. 
And it is exactly the same with tanks and the other elements 
of mechanised warfare. As in the last war, without an ade- 
quate flow of munitions, valour is of little account. 

There is now no doubt that the new German air force 
has been founded on a Ford basis of production, while the 
British and French air forces are still on a Rolls-Royce basis 
—though both are reorganising on a Ford basis as rapidly 
as they can. Both Russia and Italy are probably nearer to 
mass production in aeroplanes and pilots than the two demo- 
cracies. For some unknown period, say a year or eighteen 
months from now, Germany might be able, in the event of 
a general war, to make continuous air attack on London, 
for instance—the most vulnerable because the most cen- 
tralised and concentrated capital in the world—or on Paris, 
or even on both together, an attack against which, after 
the first few weeks of wastage, there could be neither 
adequate defence nor retaliation. What effect would such 
continuous and largely unanswered attack on economic 
organisation and civilian morale, in addition to the opera- 
tion of mechanised warfare in the West, have on the capacity 
of either nation to fight a long war ? 

That is one element in the position to-day. The other is 
that the communications of the Commonwealth are more 
vulnerable than they have been since the eighteenth cen- 
tury. It is an axiom of naval strategy never to divide the 
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main fleet unless the larger part is superior to any force 
that can be brought to bear against it. Whereas in 1914 
the navy had only one fleet to consider, the German, (the 
Pacific being protected by the Anglo-Japanese alliance, and 
Italy being either neutral or fighting on the allied side), 
to-day it might have to deal with enemy Powers simul- 
taneously in three places—the North Sea, the Suez Canal 
and Singapore. Whether this happens or not depends on 
the general international alignment. But if, in the event 
of a general war, Great Britain was confronted by simul- 
taneous hostilities in the North Sea, in the Mediterranean 
and in the Far East, and were without effective naval allies, 
she would be unable to prevent the cutting of the communi- 
cations of the Empire; for her fleet cannot be divided into 
more than two contingents at most. 

It is these considerations that explain the unanimity with 
which all parties in Great Britain are now supporting 
rearmament. And they are also the final proof of the total 
inadequacy of the League system of universal and automatic 
collective security in a world dominated by the military 
factor. In such a world, economic sanctions, especially by a 
partial League, are far too slow. Effective League action 
depends not only upon whether the nations who accept 
its obligations are prepared and equipped to take the field 
instantly on the outbreak of hostilities, but also on whether, 
once battle is joined, they are likely to incur victory or de- 
feat. That will depend not on the mere number but on the 
military power of the nations who will fight as a League, on 
their arms and equipment, on their munitions supply, their 
morale and their strategic position, as against those who will 
fight on the other side. To-day it is extremely difficult to 
say whether the League Powers have any coherence as a 
military combination. And League coherence is of little 
value unless it means ability to put armies and air forces into 
the field jointly at a moment’s notice and to keep them ade- 
quately supplied with munitions and recruits, in the event 
of war. Certainly many of the smaller members of the 
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League are beginning to dissociate themselves from any 
automatic obligation under Articles 10 and 16 of the Coven- 
ant, or are returning to a policy of neutrality, which they 
consider their best hope of survival in the event of a general 
war. And four of the most powerful nations, the United 
States, Japan, Germany and (to all intents and purposes) 
Italy, are outside the League, and the last three are actively 
hostile to its principles. The League to-day mainly consists 
of two great democracies, France and the British Common- 
wealth, and one communist Power, Russia, whose power 
or will to intervene militarily in Europe is doubtful. In 
such circumstances we should suspend all obligation to or 
reliance on the security system of the League until it is 
known, on military advice, exactly what force it can 
command and with what speed it can be mobilised, as 
against its potential opponents. 

The British Commonwealth, therefore, is faced to-day 
with very grave perplexities. It is liable in certain eventuali- 
ties to a serious attack at its heart, and to have its communi- 
cations severed both in the Mediterranean and in the Far 


East. Its future clearly depends upon its armaments, the 
number of its friends either inside the League of Nations or 
outside it who are also ready to fight, upon its own willing- 
ness and power to stand united in the event of attack, and 
upon its ability, through the domestic policy of its member 
nations, to keep the active co-operation of all sections of its 
own population in the event of war. 


V. A PRoBLEM FOR THE COMMONWEALTH 


HE Rounp Taste has felt bound to put these 

facts baldly before its readers. There has been, in 
recent months, a dangerous conspiracy of silence as to the 
true position, despite the speed of rearmament. THE 
Rounp TABLE is convinced that the nations of the Common- 
wealth will come to wise decisions, if they know the facts, 
but only if they are told the facts. 
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But having thus put them forward, it wants to make it 
plain that it does not take an alarmist view of the situation. 
The world is still governed by people who had experience 
of the last war and who know the destruction and suffering 
that war implies for victor and vanquished alike. The 
chances of success for such an aerial blow at London and 
Paris, even granted an immense preponderance in the power 
to replace wastage, are extremely problematical. The diffi- 
culty of engineering the kind of combination that would 
involve a simultaneous thrust at the three points in the vital 
communications of the British Commonwealth would cer- 
tainly be very great, particularly inasmuch as success implies 
that the British Commonwealth has to fight without allies. 
The real danger does not arise from deliberate aggression, 
but from the European and Asiatic anarchy itself, from the 
necessities under which general staffs find themselves when 
once they are plunged in war. However anxious every great 
Government may be to avoid war, however anxious Ger- 
many may be for good relations with Great Britain, however 
reluctant Signor Mussolini may be to precipitate a decision, 
an accident or a fool or a knave may produce a war crisis 
that no Government can control. If that happens, though 
no one deliberately presses the button to start a general war, 
every general staff will be forced to take that action which, 
from the military point of view, seems most likely to lead 
to rapid victory over the enemy. That is the real danger of 
war to-day. The British Commonwealth must face the fact 
that in the event of war it might find itself confronted by 
acts which to-day seem improbable or remote, and it must 
take whatever steps it can to avert catastrophe. 

The answer to these perplexities, however, does not rest 
with Great Britain alone *. It depends very largely on the 
view that the Dominions and India also take about them. 
It is essential that the realities should be faced at the Imperial 
Conference which is to assemble in London next May. 


* A British view of great force and persuasiveness is to be found 
in The Faith of an Englishman, by Sit Edward Grigg. 
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VI. Ereut Pornts or Poricy 


HOUGH Tue Rounp Taste does not attempt to put 

forward, as yet, any final policy, if only because no 
policy can be settled without better knowledge of the 
facts about armaments, about the attitude of the Dominions 
and about the obligations that other countries, especially 
members of the League of Nations, are prepared to assume, 
it thinks it useful to put forward one or two considerations 
that may contribute to an eventual decision. 

The first is that the British Commonwealth should 
assume only such obligations as it is within its strength to 
fulfil. Vague commitments contribute both to war and 
to defeat. What those obligations should be will depend, 
in the present age of power politics, mainly upon the 
strength of the Commonwealth nations and their willingness 
and capacity to act promptly together. The first step is to 
calculate what that strength is and where and how it can be 
applied. 

The second consideration is that the British Common- 
wealth should refuse entirely to embroil itself in the quarrel 
between communism and fascism. “ Free institutions are 
its life-blood,” and it is of the very essence of free institu- 
tions that the issue between socialism and capitalism, like 
every other issue, can be satisfactorily solved only by demo- 
cratic and constitutional process. Too drift into taking sides 
in the new conflict of religion is to risk dividing both the 
nation and the Commonwealth itself. 

The third consideration is that while over a large field of 
foreign affairs our policy must inevitably be left flexible, 
it conduces to peace to make quite clear to the whole world 
any matters about which we are prepared to go to war. 
The United States has contributed to world peace by 
making it clear that she is willing to go to war in defence 
of the Monroe doctrine, and she is now equipped to defend 
it. The British Commonwealth should equally make it clear 
that it is willing and prepared to defend its own area against 
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attack from whatever quarter it may come. The Common- 
wealth, indeed, is more and more coming to resemble the 
Monroe system. The Dominions are, in effect, already as 
free from control by Great Britain as are the South American 
republics from control by the United States, and self-govern- 
ment is rapidly growing in every other part. In both 
systems mutual defence is tending to become more and 
more a joint affair and not the sole responsibility of the 
United States or Great Britain alone. 

Fourthly, friendly relations with the United States 
should remain a cardinal article of the external policy of 
the Commonwealth. 

Fifthly, the nations of the British Commonwealth should 
actively promote a general abatement in present day restric- 
tions on international trade, and the restoration of the 
* open door” in colonial territories. Increased international 
trade is the best means of enabling all nations, great and 
small, to obtain in the cheapest market those supplies of 
foodstuffs and raw materials which they are unable to 
produce within their own boundaries. It is an infinitely 
easier as well as more effective remedy for the evils that 
spring from the division of the world into sovereign 
States than territorial exchange, colonial or otherwise. 

Sixthly, there is the vast question of Great Britain’s 
relations to Europe and the Far East. British public opinion 
is now moving steadily towards non-commitment in the 
internecine struggles of the 26 States of Europe or in the 
politics of the Far East, if that is possible—at any rate at 
the outset of a new conflict. Great Britain has already 
made it clear that she is in no way committed in the politics 
of eastern Europe, where she will retain a free hand. But 
so long as France remains a democracy and so long as the 
route through the Mediterranean is a matter of vital im- 
portance to the Empire it would seem that the Locarno 
obligations for common co-operation against unprovoked 
aggression should remain, if only because they are security 
against the domination of Europe by any single Power. 
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There must, however, be one condition for the confirma- 
tion of the Locarno guarantees, and that is the ending of 
the Franco-Russian treaty of mutual assistance in its present 
form. It is inconsistent with the Covenant because either 
side may determine whether the casus foederis has arisen with- 
out reference to the League of Nations. The objection to 
the treaty is twofold. In the first place an alliance of this 
kind makes it practically inevitable that any local war 
immediately develops into a general European war. Indeed 
it creates the conditions in which a general war becomes 
more probable because it divides Europe into two armed 
camps, which may eventually come to include all Europe 
and the Far East, and forces the general staffs of all the 
nearer European Powers to make their plans on the assump- 
tion that if war comes it will be a war on all fronts like 
the war of 1914. It therefore makes it possible for any 
Government which, for any reason, wants war, or for a 
fool or an accident, to precipitate not a local conflict but a 
general European war. 

Secondly, from the military point of view it does not seem 
to be of any real value. Its main effect must be to compel 
Germany and her friends, in the event of war, to strike at the 
West. This is so because there are 500 miles of other 
nations’ territory between the frontiers of Russia and 
Germany and because the organisation of the Russian rail- 
ways is such that it is impossible to-day for a Russian army 
of any considerable size to be deployed for use beyond her 
own frontier. Add to this the fact that the Russian army 
has always been weak in offensive power, and the natural 
desire of any marxist State to allow the capitalist States to 
fight among themselves as the necessary prelude to world 
revolution, and it would appear that the main result of the 
treaty must be to ensure that any war, even though it 
starts in eastern Europe, must, like the war of 1914, be 
fought out first in the West, and in its early stages without 
effective assistance from Russia. 


In our view, therefore, the British Government should 
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make it absolutely clear to the Government of France at the 
earliest possible moment that until the automatic obligation 
to go to war is removed from the Franco-Russian treaty 
it cannot re-affirm the Locarno obligations, because it is 
determined not to be dragged into a European war on any 
eastern European issue, but that if France obtains a free 
hand it will gladly reaffirm them in a mutual form. 

Finally, what of the League ? The view has already been 
expressed that in the armed world that now confronts us the 
automatic obligations of Articles 10 and 16 are useless to 
prevent aggression, while they may involve members in 
war because of the very uncertainty they create. In our 
view military obligations, where they are necessary, must 
be absolutely precise in terms both of available armaments 
and of the occasions when they will come into action. 
Such regional obligations ought to be entered into by mem- 
bers of the League where they think it necessary, on their 
own responsibility, and not as part of their duty as members 
of the League. That membership should carry with it, 
so long as the members retain their full sovereignty, no 
automatic obligation of any kind to use either economic or 
military sanctions, but only the obligation to co-operate 
for the general purposes of revising out-of-date treaties, of 
preventing aggression and of promoting the settlement of 
international disputes by pacific means, or by any methods 
that the members of the League may freely accept, in the 
light of the circumstances of each situation as it arises. 

It may seem to some that this limitation of the purposes 
for which the British Commonwealth stands is a departure 
from the high idealism that has animated so many of its 
citizens in the past. We do not think so. If it had been 
possible to bring lasting peace to the world it would have 
been an object well worth great sacrifices to attain, But that 
goal is clearly out of reach. There is no way of making 
certain of world peace in a world of sovereign States. 
The road to world peace lies only along the road of pooling 
national sovereignty—a process still out of reach. But the 
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preservation of free institutions, of the rule of law, of 
self-government, of the democratic process, of peace over 
one-third of the globe is no unworthy aim. It is certainly 
more noble than that of living for one’s own nation alone, 
or than those forms of pacifism which are camouflage for 
dislike of self-sacrifice or which would take weapons from 
the policeman’s hands when he is called upon to deal with 
the gangster. It is, too, if we stand together, an attainable 
ideal. Moreover, if we can assure the survival of the free 
and democratic world for three or four years, it is possible 
that the tide will turn once more, that the dictatorships 
will begin to lose their present authority, and that the 
democratic vision of 1918 will once more begin to become 
practicable in new and better ways. 





THE ARMY IN IMPERIAL 
DEFENCE 


I. A NEED For LEADERSHIP 


T came as rather a shock to many people in Great 

Britain to learn that the autumn army manceuvres had 
to be cancelled when the decision was taken to send a 
division of troops (12,000 men) to quell disorderin Palestine. 
Still more disconcerting was the news that after six weeks’ 
recruiting campaign only 286 eligible applicants had come 
forward to join the new special Supplementary Reserve of 
infantry, which is open to unmarried men between the 
ages of 17 and 25 willing to do six months’ training in the 
first year and 14 days in each of the five following years. 
The initial paper establishment of this force is 17,000. 
The first of these incidents brought home to everyone the 
tiny size of our regular army by comparison with the vast 
forces of continental nations. The second seemed, on 
the face of it, to indicate the more disturbing conclusion 
that our defence policy had not the national will behind it. 

Recent political developments do not suggest any wide- 
spread public apathy towards imperial defence, but on the 
contrary the growing popular acceptance of the need for 
rapid rearmament. Nor have the qualities that brought the 
nation successfully through the war suddenly vanished. 
No.grave moral or physical rot has set in among the British 
people. There is, however, a good deal of justifiable 
disillusionment about international affairs in general, and 
a good deal of justifiable confusion about national defence 
policy in particular, which combine to enervate public 
opinion. The disillusionment is due in part to the dis- 
appointment of the fond hopes of a better world, a world 
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safe for democracy and fit for heroes to live in, that were 
widely entertained during the early post-war years; in 
part to the collapse from below of the structure of ideas 
on which British foreign policy, as officially stated and 
generally understood, has been reared since the foundation 
of the League. 

Year in and year out, a steady stream of propaganda for 
the League of Nations idea has permeated British thought. 
Honestly conceived and in a large measure sound and 
reasonable, it has concetned itself with two main themes, 
disarmament and collective security. The general effect 
of the propaganda on those two lines has been to foster a 
belief that the promise of collective action against every 
aggressor was in itself an assurance of peace. ‘The sug- 
gestion that the application of sanctions meant a serious 
tisk of war has been scouted by most of the propagandists 
and their willing audiences. Indeed there was a logical 
dilemma : how could collective security be for its adherents 
at Once a warranty against war and a liability to be drawn 
into war? In practical terms, did the peaceability of 
the British people mean that they would or would 
not go to war against the breaker of the peace? Out of 
that dilemma arose the Hoare—Laval episode and the 
humiliation of the sanctions policy. There is some 
reason for believing that the Government misjudged the 
feeling of the British people in the Abyssinian affair; 
certainly it was fatal ever to embark on a policy of coercion 
with reservations which meant that it could not, in the last 
resort, be made effective. Wherever the blame may be 
laid, the fact remains that the bottom has fallen out of the 
British public’s ideas on collective security. The theory 
that collective enforcement of peace is possible without a 
serious risk of world war is no longer tenable; hence the 
people of Great Britain, hating war as they do, are left 
disillusioned and leaderless. While they accept and even 
applaud a policy of rearmament, which is at least a solid 
raft in a sea of confusion, they are sceptical about the 
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policies that the arms are intended to support, and their sense 
of national need and personal duty is correspondingly 
weakened. 

Added to the lack of leadership in foreign policy has 
been a lack of leadership in defence policy. Before 1914 
the British people as a whole were unquestioningly con- 
fident that the defensive strength of the Empire rested upon 
the navy; the only other recognised strategic need of any 
permanent importance was the security of India. Now, 
that assurance has gone. Air power has revolutionised 
the strategic problem. ‘The civilian population of Great 
Britain feel that the country’s primary defensive need to-day 
is protection against air bombardment, or (if there can be 
no real protection) at least ample deterrent power of counter- 
attack by air. Doubts arise whether the ability of the navy 
to command the seas has not been frustrated by the possi- 
bility of air assault on ships and bases. The dangers from 
the air may well have been exaggerated, but they are fixing 
themselves ever more firmly on the ordinary man’s 
imagination. The military revival of Germany has brought 
them very near home. It is odd to recall that a few years 
ago Germany could without argument be omitted from 
“the list of nations who possess a measurable capacity for 
war against us”’.* Public opinion notoriously lags behind 
political and strategic facts; but in this regard it has caught 
up far enough to create a widespread sense of doubt and 
danger. 

Still another vexed question confuses counsel about our 
national defence. In the war of 1914-18, Great Britain 
raised and placed in the field a land army—largely a citizen 
army—of two-and-a-half million men, most of whom fought 
on the Western Front. The well-rooted idea that her main 
contribution to European wars would always be naval 
power and money subsidies was forsaken. The conception 
of land warfare as a series of open skirmishes was buried 


* Chapter on “ Possible Wars” in Stephen King-Hall’s Imperial 
Defence (1926), p. 69. 
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under the mud of the trenches. Moreover, in the final 
phases of the Western fizhting, one of the decisive tactical 
factors was the British-invented tank* ; an innovation that 
seemed in the minds of some prophets to presage an era of 
highly mechanised land warfare, in which cavalry would 
disappear, while infantry, artillery and engineers would be 
more and mote closely fused into a single armoured and 
mechanised force. 

Thus amid the hub-bub of questions about the effect of 
ait power upon imperial defence (was there any effective 
defence against air attack on civilian centres ? had the battle- 
ship become obsolete? how should civil aviation be 
stimulated ?) there emerged another series of questions : 
what was the future rdle of the army in imperial defence, 
and what changes, therefore, should be made in its equip- 
ment and organisation? The two problems of air power 
and the future of the army were linked together in a number. 
of obvious ways; experts claimed, for instance, that air 
attack would render very difficult the concentration and 
transport of any great body of troops through a “ bottle- 
neck,” such as the passage of the English Channel. It was 
also recognised that both in peace-time and in war-time 
there were limits—in public finance, in man-power, in 
industrial capacity—to the nation’s defensive effort, and 
that the over-riding problem was always to use limited 
resources to the best advantage. 


Il. WHat Is THE ARMy For ? 


the present condition of controversy on these matters, 
we may do well to examine the actual character and 
organisation of the army, which presumably reflect the views 
of those in authority concerning its purpose. Clearly the 

* In view of the controversy on this question, it may be well to 
cite the opinion of a disinterested student of strategy, Professor J. 
Holland Rose, who wrote that tanks, “‘ though not fulfilling all the 
high hopes once placed in them, certainly proved to be the most 


successful military invention of the war period.” The Indecisiveness 
of Modern War, p. 42. 
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British army, unlike its conscript continental fellows, is 
neither an instrument of national discipline nor the first line 
of national defence. We may learn something more 
positive from the system of army organisation which was 
introduced not long after the Crimean war and has persisted 
ever since. Under the so-called Cardwell system, each 
unit on service abroad (in India, the colonies, Egypt) has a 
counterpart in a unit at home, which furnishes it with 
drafts from time to time and eventually changes places with 
it. The home units are grouped to form an expeditionary 
force in posse. Thus in normal times at least half the 
regular army is either actually abroad or trooping or is a 
reserve earmarked for oversea service.* The remainder, 
with the exception of a few specialised branches, may 
perhaps be regarded as a secondary reserve for overseas. 
We are precluded from making the opposite assumption 
—that the overseas battalions are a reserve for possible 
service nearer home—by the practice with regard to the 
British army in India (to be distinguished, of course, from 
the Indian army consisting of native troops commanded, 


largely, by British officers), India not only pays for the 
maintenance of all the forces serving in her territory, but 


“ 


also contributes a proportionate share of the “ overhead 
cost ” of maintaining the British army, and part of the cost 
of transporting the troops by sea; against which she 
receives a grant of £1,500,000 per annum from the Imperial 
Exchequer for defence purposes. Unless these arrange- 
ments are grossly unfair to the Indian people, they prove 
that India is not to be regarded as a training ground or 
reserve base for troops eventually required elsewhere, but 
that the army in India is intended for the external defence 
and internal security of that couritry itself. The new 
Government of India Act, we may note, lays down the over- 
tiding rule that “no burden shall be imposed on the 


* Before the despatch of the Palestine Expeditionary Force, there 
were 45 British battalions in India, 20 in other oversea garrisons, and 
71 at home, including 10 battalions of Foot Guards. 
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revenues of the Federation or the Provinces except for the 
purposes of India or some part of India.” * 

In brief, the first purpose of the British regular army 
to-day, as revealed in its actual structure and organisation, 
is the defence and policing of oversea parts of the Empire. 
Obviously a secondary purpose is garrisoning danger- 
points at home and reinforcing the police in times of 
emergency like the general strike. Has the army any other 
main permanent rdle, and if so is readiness for that réle 
compatible with the continuance of the Cardwell system ? 
Those are the questions that are agitating military thinkers 
to-day. 

Field Service Regulations, the soldier’s vade mecum, is vague 
on the question of the purpose of the army. It is merely 
platitudinous to say that the aim is, “in co-operation with 
the Royal Navy and the Royal Air Force, to break down 
the resistance of the enemy’s armed forces, in furtherance 
of the approved plan of campaign”, and to do this with the 
least expenditure of time, men, material and money. The 
passage in question continues : 


In face of military danger the British Empire is confronted 
with problems peculiarly its own. Unlike a continental Power, 
it consists mainly of a number of self-governing communities 
widely separated and of varying resources. In defence of its 
vital interests it may be called upon to place a force in the field 
under conditions varying from a small expedition against an 
uncivilised enemy to a world-wide war. 


In brief, in the official view the army must be all things for 
all occasions; it must be ready to “ further an approved 
plan of campaign ” that may include mass trench warfare, 
or may be no more than a frontier skirmish. The White 
Paper of last March on rearmament declared that : 


* Para, 150 (1). 

+ 1930 Edition, p. 1. The paragraph has been amended (perhaps 
significantly) of late years. In an earlier edition it began: “In the 
face of the greatest military danger which can arise, the requirements 
of the British Imperial Army do not differ materially from those of 
more centralised Powers.” 


28 





WHAT IS THE ARMY FOR? 


The Army has three main functions to perform; it has to 
maintain garrisons overseas in various parts of the Empire, to 
provide the military share in Home Defence, including anti- 
aircraft defence, coast defence and internal security, and, lastly, 
in time of emergency or war to provide a properly equipped 
force ready to proceed overseas wherever it may be wanted.* 


The italics are ours. 

Six months ago, an article in THE RounpD Taste included 
the following (with a warning about its controversial 
character) among the outstanding tasks of imperial defence : 


Ability to make an effective contribution in the critical open- 
ing days of a continental European war, into which we found 
ourselves drawn by honour or vital interest; and, if deadlock 
were reached in those opening phases, ability to mobilise quickly 
our resources of men, money and munitions so as to give our 
participation its maximum weight. 


Whatever opinions we may hold about Great Britain’s 
wider interests and obligations, this object of our defence 
policy must continue to loom large so long as the geographi- 
cal and political facts that led us to intervene in 1914, and 
after the war to commit ourselves under the abortive 
Treaty of Guarantee and then under Locarno, still hold 
good, 

How may the object best be fulfilled ? There are some 
who think that our contribution in the circumstances 
envisaged will revert to its traditional shape—money, 
munitions and sea power—coupled now with a decisive 
weight of air powert. This is clearly a tenable view, but it 
is not the official view. It was definitely rejected by the 
Minister for the Co-ordination of Defence in his speech in 
the debate on the Address on November 10. The general 
run of military thinking at present seems to be that although 
the air battles must be fought first, while the slower arms are 
mobilising and moving, they are likely to produce a stale- 
mate which can be determined only by victory or defeat on 

* Cmd. 5107, p. 9 


t See, for instance, two articles in the Times, October 30 and 
November 2, 1939, by its military correspondent. 
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land. It will be at this juncture, so it is claimed, that the 
smaller and less easily concentrated British land forces 
may be a decisive contribution in a continental war ; decisive 
not only on account of their actual strength but also because 
they would give a powerful moral assurance to our 
allies. Their rdle, in such a war, may therefore be taken 
as twofold: to adda fraction of weight—disproportionate 
to numbers because of the superiority of professional 
soldiers over conscripts—to allied armies at a critical 
moment, and to serve as a nucleus for the development of 
a large-scale citizen army, as in the late war. 

We maintain (writes General Sir Edmund Ironside) a small 
force of highly-trained men, which operates with the Navy and 
the Air Force, and behind which the great man-power of the 
Empire can be prepared for action. . . . 

I consider that our land forces will not leave their various 
points of concentration in the Empire, for transportation to the 


main theatre of action, until a reasonable air supremacy— 
temporary perhaps—has been secured.* 


The system of reserves and territorials certainly suggests 
that expansibility in war-time is one of the principal objec- 
tives of our land defence policy. With the exception of a 
few long-service men (mostly warrant officers), the British 
regular soldier takes service for seven years with the colours 
and five years with the reserve. There is in addition a 
supplementary reserve of partly trained men, consisting at 
present mostly of skilled tradesmen but to include in the 
future an expanded infantry reserve. Moreover, the 
territorial army is openly designed as the basis of a citizen 
army, and would no doubt be the principal means of 
training recruits for active service in war-time. During 
the late war, about 50,000 officers and 1,000,000 other ranks 
passed through the territorial army. The numbers of 
the British army were, at the beginning of this year: regular 
army, 135,744; army in India, 55,241; army reserve, 
111,615; supplementary reserve, 19,611;  territorials, 

In The Study of War, edited by Sir George Aston, pp. 123 and 
136. 
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130,125. The territorial army is nearly 30 per cent. below 
established strength.* 

We may thus assume that the British army is intended, 
reasonably or unreasonably, to provide a prompt expedition- 
ary force for continental land warfare, and to serve as a 
training cadre for a much larger force for the same purpose. 
It is common ground that such warfare in the future will 
demand a considerable degree of mechanisation—by which 
is meant not only tanks of various types but also caterpillar 
gun carriages, light artillery, machine-guns and anti-tank 
guns, and all kinds of mechanical transport. Military 
opinion, it is true, is divided over the degree and character 
of the mechanisation required. For the tank enthusiast, 
infantry almost ceases to exist, save as the man-power for 
anti-tank defensive positions. Earl Haig, on the other 
hand, wrote of tanks and aeroplanes : 


Their rdle is that of assisting the infantry-man, which they 
have done in the most admirable manner. ‘They cannot replace 
him. Only by the rifle and bayonet of the infantryman can the 
decisive victory be won.} 


General Monash, one of the most universally respected of 
the war commanders, expressed this more moderate opinion: 


The true réle of the infantry is . . . to advance under the 
maximum possible array of mechanical resources, in the form 
of guns, machine-guns, tanks, mortars, and aeroplanes . . . to 
hold and defend the territory gained; and to gather, in the form 
of prisoners, guns and stores, the fruits of victory.} 


There is no need to thrash out this controversy here. On 
any acceptable view, continental land warfare is certain to 
be much more highly mechanised than during our last 
experience of it. The prime military lesson of the war of 
1914-18 was the futility of trench warfare. The pursuit of 
mobility and of the quick decision is bound to stimulate 

* The comparable figures for authorised establishments were : 
regular army, 144,383; army in India, 57,524; army reserve, 121,200; 


supplementary reserve, 25,298; territorials, 184,265. 
{ Final War Despatch. 


t The Australian Victories in France in 1918, p. 96. 
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the mechanisation of armies. The one force that above all 
cannot afford to be left behind in this process is the small, 
highly-trained British army ; for it can find no compensation 
in numbers for any relative lack of guns, tanks or aeroplanes. 

While an army for continental warfare must be highly 
mechanised, that is not necessarily true of an army in India, 
Egypt or colonial stations. (The lessons of the Italian 
campaign in Abyssinia have still to be fully studied by the 
military experts, but contemporary reports did not suggest 
that mechanisation of force on the ground was a decisive 
factor). It is not merely a question of different terrain or 
different weapons to counter, but also, most probably, one 
of a totally different objective of the fighting—not to compel 
the submission of the Government of a highly organised 
enemy State, but to quell factional disorder, or to keep 
turbulent tribesmen beyond an unsettled frontier, or 
essentially to defend rather than to attack (as in the garrison- 
ing of island strongholds). Different conditions and 
different objectives dictate different kinds of arms and 
armour. An army trained and equipped for continental 
warfare in Europe is ill adapted for controlling the North- 
West Frontier, stemming communal riots, or garrisoning 
Cairo, Ismailia, Cyprus or Malta. An army trained and 
equipped for service in India is ill adapted for European 
mechanised warfare. This conclusion is obviously an 
indictment of the Cardwell system, which assimilates the 
Indian and other oversea units of the army with the home 
units—the potential expeditionary force. 

It is remarkable how widespread is the criticism of the 
Cardwell system among military thinkers. The tank 
enthusiast naturally condemns it most vigorously. 

My firm belief is (writes Major-General J. F. C. Fuller) that 


until this system is destroyed the Home Army will remain in a 
chronic state of inefficiency.* 


But here, to reinforce him, is a quotation from one of his most 
notable antagonists. 


* The Army in My Time, p. 203. 
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The defects of this system are obvious to all soldiers. The 
only thing to be said in its favour is that it works fairly well. 
On the other hand, it is wasteful and illogical in time of peace.* 


Apart from the question of mechanisation and training, 
specific complaints against the Cardwell system include 
the following : that the terms of colour and reserve service 
which it implies deprive the regular army of any adequate 
reserve; and that (especially when recruiting is below par) 
it keeps the large majority of seasoned soldiers abroad, 
leaving scarcely more than a mixture of half-trained men 
and reservists at home to form a scratch expeditionary force 
in an emergency. 

The remedy proposed by some of the critics is the 
creation of a separate army for India (either long-service, 
or seven years with the colours as at present), the appli- 
cation of an attenuated Cardwell system to the remaining 
overseas units and those sections of the home forces which 
could be properly regarded as garrisons and gendarmerie, 
and the formation of the remaining battalions, numbering 
about fifty, into “a mechanised striking force”. Others 
demand a reduced term of service, and much more frequent 
movements of units between home and India or colonial 
stations. Almost all the proposed solutions involve a 
certain measure of increased expense, and most of them 
imply a reconsideration of the financial arrangements 
between the Indian and United Kingdom Governments 
regarding the cost of the army in India. It is possible that 
the growth of Indian self-government under the new 
constitution, accompanied by a movement for progressive 
Indianisation of military personnel, will force on a solution 
of the problemas far as the army in Indiais concerned. As 
for the defence of the colonies, France has solved her like 


* The Mechanisation of War, by V. W. Germains (“‘ A Rifleman ”’), 
p. 238. See also Ironside, op. cit., p. 132. “‘ As mechanisation goes 
on, as air warfare becomes more severe, the British Government will 
find itself forced to maintain special units at home, which are not 
‘ feeders ’ for the main foreign garrison, that in India. . . . They will 
have to be maintained altogether outside the Cardwell system.” 
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problem by large-scale recruiting of North African and other 
coloured troops; but the raising of colonial native troops, 
except for purely local defence and police purposes, is 
contrary both to the principles and to the vital interests of 
British imperial government. ‘There is no such short cut 
to the solution of the army problem. 


III. NATIONAL SERVICE 


T is not the purpose of this article either to endorse or 

to reject any particular plans for amending or superseding 
the Cardwell system. But it is clear enough that function 
and organisation do not exactly tally in the army of to-day ; 
that this is due in part to confusion in everybody’s mind as 
to the actual purpose of.the army; and that to clear away 
that confusion (in which process a change in army organisa- 
tion would be an important factor) would help to remove 
the apathy and doubt that at present characterise the average 
man’s attitude towards the army. It is worthy of note that 
while Sir Samuel Hoare spoke gravely to the recent Con- 
servative party conference about the difficulty of recruiting 
for the army, he was able to report that “‘ men and officers 
of excellent standard are flocking into the air force”. Yet 
the “‘ perverted pacifism and partisan obstruction ” on which 
he blamed the recruiting slackness can hardly have affected 
the one service and not the other. In part, the difference is 
a question of the numbers required—about 10,000 a year 
for the air force, compared with 37,000 wanted this year 
for the regular army alone, if it were to be brought up to 
strength, in addition to 86,000 wanted for the territorials. 
But at the same time there is undoubtedly a sharp contrast 
between the recruiting appeal of the air force and that of 
the army, a contrast of such a kind that the air force would 
probably be able regularly to fill its ranks with comparative 
ease even if it had four times its present establishment. 

The points of difference may be classed as technical and 
general, The technical aspects include higher pay in the 
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air force, better conditions, less service abroad, the opportun- 
ity of learning a trade, and better chances of getting a job on 
transference to the reserve, by reason both of the more 
continuous contact with civilian life and of the training every 
air force man has in skilled employment adaptabie to civilian 
purposes. It is one of the blots on the army system that 
in his first year after leaving the colours the ex-soldier is 
liable to a far higher percentage of unemployment than the 
average of civilians, even though the latter include many 
thousands of the old or unemployable. The long period 
of service in India, too, is a serious deterrent. It is ex- 
ceedingly important that the attractiveness of the army 
should be improved in these technical aspects, which range 
from the question of the Cardwell system to that of 
compulsory stoppages of pay for hair-cuts. 

But that is only one side, and the less important side, of 
the picture. The other is the status of the army and the 
appeal it has for the public mind. The purpose and utility 
of the air force are obvious; its connection with national 
defence in the narrower sense is plain to a citizenry that 
appreciates with steadily growing conviction the dangers 
from the air. There is no such appeal about the army. 
Its peace-time duties lie for the most part far from home, 
and have little hold on the popular imagination. And so 
long as its war-time purpose remains in its present inchoate 
form the man-in-the-street will always think of the army 
against the background of Flanders mud. Whether he 
conceives of it as a professional institution or as the kind of 
army that manned the trenches in 1918, he is unlikely to feel 
a personal patriotic duty to join the army, the territorials 
or supplementary reserve. Either he feels that it is “‘ some- 
body else’s job”, or else thathe would be condemning himself, 
willy-nilly, to becoming but an integer in a war of numbers 
and of human sacrifice. So long as the uncertainty as to 
the purpose and function of the army in imperial defence is 
allowed to continue in the public mind, so long will this 
reluctance to join the army oppose all recruiting efforts. 
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The character of the next war is a matter of controversy, 
and will so remain until it actually happens; it is generally 
true to say that no one has ever correctly foreseen the nature 
of future wars. But whatever revolutions may occur in 
military strategy and tactics, there is no hint yet that the 
following judgment of a distinguished French expert is 
unsound. 


Realities lead us to suppose that a future war would, at the 
outset, take the same form as that of 1914-18, that of a war of 
nations in arms, turning to account the whole of their resources, 
both human and material. The problem for each State, there- 
fore, consists in transforming, more or less rapidly, according 
to the special requirements of its national defence, its war 
potential—men, money, equipment, raw material, etc.—into 
real and effective armaments.* 


In other words, the next war, if it comes, will be above all 
a war of peoples, in which every citizen of the state, man, 
woman or child, will have a part to play. Yet scarcely ever 
before have the citizens of this country been individually 
less prepared for war, or less ready to shoulder their burden 
of training in peace-time. It is not a question of militarism ; 
for that depends on the purpose of the preparedness and the 
spirit animating it, not on the numbers of the population 
who share in it. Nor is it a question of Left or Right in 
politics; M. Blum’s Popular Front Government is no less 
determined than its predecessors to maintain, indeed to. 
strengthen, the basis of universal service on which the 
French defensive system is founded. 

A conscript army is obviously unsuited to our national 
needs, as it is contrary to our national traditions. It is 
clearly impossible, for instance, to rely on conscription to 
provide an army for service in India and the colonies; 
what cries of “ press gang ” and “ transportation ” would 
we not hear? But as every man will have a part to play 
if we become involved in war, so every man should be 
trained for that part in peace-time. Such training need not 


* General E. Réquin, in What Would be the Character of a New War, 
an enquiry organised by the Inter-Parliamentary Union, p. 1. 
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involve, in a vast number of cases, military service in the 
ordinary sense; for our defensive strength, alone or as an 
ally, is bound to turn largely on our industrial capacity, 
and a skilled mechanic is likely to be every bit as valuable 
in war-time as an “old soldier”. Indeed, if air warfare 
bears out our fears, the control and disciplining of civil 
populations will be a supreme defensive need. As Sir 
Edward Grigg says in his vigorous and invigorating book, 
The Faith of an Englishman, 

We shall never be adequately prepared to deal with air bom- 
bardment in our great cities until some system be found by which 
the local manhood can be called into disciplined formations under 
orders, for the purpose of carrying out the necessary protective 
measures and ensuring the essential public utility services. Some 
such organisation is indispensable to security; but I do not see 
how it can be established on an adequate basis or on principles 
of democratic equality unless the obligation is rendered universal 
and a sufficient contingent is annually trained in every city or 
other area.* 


Sir Edward Grigg claims with much force that the principle 
of compulsory service for national defence would go far to 
change for the better the public attitude towards the regular 
army itself. 

It is vital, if this country is to have a chance of with- 
standing a challenge from the great military Powers whose 
shadow falls across the path of peace and freedom, that it 
should be able to change swiftly from a nation organised 
for peace to a nation organised for war. Otherwise, we 
shall be defeated before we realise that war has begun. 
And that means assigning every man his task and seeing that 
he is fit to carry it out—fit, not only in technical training, 
but also in physique and health and general education. It 
is a deplorable and striking fact that no less than 31,000— 
or 47 per cent.—of the men offering themselves for recruit- 
ment last year were rejected as failing to reach the required 
physical standard; according to the Adjutant-General of 
the Forces in a recent statement, if the physical fitness of 


* p. 299. 
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the applicants could be raised “ there would be no recruiting 
problem”. Great Britain is perhaps the richest country, 
certainly one of the most exposed and vulnerable countries 
of the world. In the competition in armaments she is 
rapidly catching up with other great Powers, not all of 
whom are content with the world apportioned as it is; 
but in commanding the service of her citizens for the 
defence of their land and their ideals she lags far behind. 
The imminent decline of her population makes the problem 
of national service doubly urgent. 





WORLD EXCHANGES : 
A NEW PHASE 


J. Extr rHE Gotp Butoc. 


LTHOUGH devaluation of the three surviving 

gold currencies came as no surprise to the world at 
large, the moment chosen for it was generally unexpected. 
It was believed early last summer that M. Blum himself 
had come to accept the step as inevitable, especially after 
the success of the French workers’ campaign for higher 
wages, shorter hours and fully paid holidays. But M. 
Blum’s Cabinet was divided upon the issue of devaluation 
and his Finance Minister strongly opposed it. M. Blum 
himself, moreover, was authentically credited with taking a 
purely political view of the question. He and his supporters 
had been elected to restore the fortunes of the French 
worker, not to reduce the value of his franc. If any- 
thing, they were committed by their election pledges to 
preserve it. His predecessors had sedulously drilled 
French public opinion into fear and abhorrence of any 
reduction in its gold value. The leading advocate of 
devaluation, M. Paul Reynaud, despite his brilliant 
philippics, had gained no political following. 

In these circumstances it was widely assumed that no 
change would occur until late autumn, or at any rate until 
after the Radical party congress summoned for the second 
half of October. Events in France were, however, drifting 
towards a serious climax; something dangerously akin 
to political demoralisation was becoming apparent, and 
the position of the Treasury was once more becoming 
critical. By comparison, the outflow of gold from the 
Bank of France, due to the expatriation of French capital, 
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was probably a matter of only secondary importance, 
though the Finance Minister made direct reference to it 
when presenting his Devaluation Bill to the Chamber. 

Whatever may have given the final impetus, it is certain 
that M. Blum resolved early in September to grasp the 
nettle. Contact with Washington had shown that there 
would be no serious objection from that quarter, though 
some adjustments in the comparatively recent Franco- 
American commercial agreement might have to be con- 
sidered. The British Government, if it had at any time 
been disposed to raise opposition, could no longer view 
with indifference a progressive deterioration in the internal 
affairs of France, whose difficulties were detracting from 
her influence in continental affairs. 

The decisive meeting of the French Cabinet was held 
on the afternoon of Friday, September 25. A little earlier 
it had transpired that the Finance Minister had abandoned 
his opposition to devaluation. In the exchange markets 
the forward quotation for the French franc had fallen 
once again to a discount indicative of panic. On the other 
hand, M. Blum was still expected to leave for Geneva on 
the Saturday, so that no crucial developments seemed 
imminent. When the Ministers met they found awaiting 
them a scheme for devaluation of the franc, supported 
by a joint statement on currency policy, couched in general 
terms already agreed between the American, British and 
French Governments. This was issued later the same 
night. Simultaneously an embargo was placed on gold 
exports and French financial markets were closed for several 
days. ‘The Government’s secret had been well kept until 
the end, but the franc was off gold at last. 

The object pursued by the French Government in secur- 
ing the three-Power declaration appears to have been two- 
fold. Previous French Governments had repeatedly 
stated that adjustment could only be entertained in con- 
junction with a general stabilisation of currencies—by 
which they meant, in effect, stabilisation of the pound and 
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the dollar. To Frenchmen the example of a pound un- 
anchored to gold and yet tolerably stable in purchasing 
power still remained wholly unconvincing. Stabilisation 
in the French sense, however, could not be secured; 
and France’s difficulties were becoming more pressing. 
Nothing remained, therefore, but to adopt a compromise 
with French public opinion on the one hand and with the 
British and American Treasuries on the other. Thus the 
primary object of the tripartite declaration was to reconcile 
French public opinion to a step that Governments in 
other countries had been prepared to take without foreign 
support. 

There was, however, another side to M. Blum’s co- 
operation with Great Britain and the United States. Europe 
had been treated for some time to a series of rather un- 
pleasant political week-end surprises proceeding from 
behind the locked doors of authoritarian Cabinets. 
Dictators seemed to have found a device that assured them 
the power of political initiative in international affairs. 
Very adroitly and perhaps no less deliberately, M. Blum 
for once turned the tables. For the moment he had _ re- 
captured the initiative. Whatever the outcome, the joint 
declaration of currency policy by the United States, Great 
Britain and France, combined with devaluation of the 
French franc, remains an act of great political significance. 
And if it lacks the sting generally imparted to the week-end 
pronouncements of more absolute rulers, it loses nothing 
on that account. 

The political emphasis thus lent to his action by M. Blum 
—acutely aware of the lengths to which the social and 
financial anxieties of his country were being exploited in 
certain quarters—explains the omission of Holland and 
Switzerland from the agreement. Had they been included 
the step would have been rated an important economic 
measure, but it would have lacked the political emphasis 
that the French Government evidently desired to inject 
into it. 
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The Dutch and Swiss Governments were thus informed 
only after the decisive Cabinet meeting in Paris—within 
an hour or two of publication of the agreement. Dr. 
Tripp, Governor of the Netherlands Bank, as it happened, 
spent the previous day in the French capital and was 
personally aware of what was proceeding. Apparently, 
however, he remained unmoved, if not unconcerned, and, 
like his Swiss colleague, devoted the following Saturday 
morning to the preparation of vigorous measures of 
support for his exchange. Both these eminent bankers, 
moreover, amused a world now watching with friendly 
scepticism, by issuing what proved to be a last, if familiar, 
reaffirmation of their determination to remain on gold. 

Their Governments, however, thought otherwise; and 
it was Switzerland that first made the plunge. The 
decision to follow France was taken by the Swiss Cabinet 
during the midday hours and communicated to the 
astonished Dutch Premier who, like Dr. Tripp, had until 
that moment refused to yield. This was the last straw. 
Et tu, Brute? Dr. Colijn made search for his unwitting 
Bank Governor, who had long since left the Bank on that 
fine Saturday afternoon; found him; and the last strand 
had snapped in the century-old fabric of the gold standard. 


WJ. Toe Arrest OF DEFLATION 


EVALUATION of the gold bloc currencies has been 

received with a tempered optimism that the future 
course of events should tend to justify. It has created a 
more hopeful outlook for world trade by removing the 
last serious element of deflationary pressure surviving out 
of the prolonged depression. It has, above all, dispelled 
a feeling of uncertainty—a sense of something impending— 
which has been overhanging money and exchange markets 
ever since the fall of the dollar, and has led to exchange 
panics, heavy movements of capital across frontiers,and gold 
hoarding, with harmful consequences for industry and trade. 
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Now that the anticipated landslide has occurred without 
inflicting serious injury in any quarter, tension has given 
way to a feeling of relief and of renewed confidence in the 
future. 

The immediate outlook for world trade and prosperity 
has undoubtedly been improved by the events of September. 
Devaluation of the three currencies (and of those that have 
since followed them) has fortunately none of the ominous 
significance that attached to the depreciation of the pound 
and the dollar. The pound was dragged from its moorings 
primarily by the collapse of world prices and the consequent 
financial crisis. The dollar was cut adrift in order to 
extricate the United States from the throes of a deflation 
of unprecedented severity. Each in turn, by its fall, 
gave a further downward impetus to the general price 
structure, so that substantial recovery within the depreciat- 
ing countries themselves became possible only through the 
operation of additional factors such as the erection of 
tariffs, the restriction of production and the creation of 
abundant credit. Conditions have changed so radically 
in the meantime that no repetition of those experiences 
need be feared. Without, or rather despite, the gold bloc 
a vigorous upward trend in prices and in world trade has 
developed. It has already gained considerable impetus 
and is unlikely to be reversed by the depreciation of the 
gold currencies. If anything, market movements since 
the end of September indicate that the rise in commodity 
prices has acquired additional momentum—more perhaps 
than is desirable—instead of losing it. 

Although in past experience currency depreciation has 
usually originated with inflation and resulted in deflation, 
the sequence is likely to be reversed in the case of the gold 
bloc countries. In France, it is true, a rather alarming 
inflation of public expenditure was responsible, more than 
any other single factor, for the critical developments 
that precipitated relinquishment of the gold parity. But 
the French investor and money market, their distrust 
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aroused, stubbornly withheld their resources from the 
Government, and indeed exported them to other centres. 
The volume of active credit has contracted rather than 
expanded during the past few years, so that it would be idle 
to speak of French currency inflation. As regards Holland 
and Switzerland it was notoriously deflation carried to the 
point where further progress was barred by embittered 
political resistance that was at the root of industrial distress. 
Now that the constricting influence of over-valuation has 
been removed, the way should be open for an expansion 
in both domestic and foreign trade. Progress may be more 
gradual than would otherwise be the case owing to the 
circumstance that Germany takes first place—by a sub- 
stantial margin—in both the markets for exports and the 
sources of imports of Holland and Switzerland; and second 
place in those of France. And, though devaluation of the 
Swiss franc and the florin has further reduced the weight of 
German foreign indebtedness, Germany’s trading position 
has almost certainly been rendered more difficult by the 
enhanced competitive power of Dutch and Swiss industries 
in those overseas markets from which Germany derives her 
raw material supplies. This factor should not, however, 
prevent a decisive reversal of the downward trend in the 
gold bloc countries. 

There is certainly abundant scope for improvement. 
When the break came, unemployment in all three countries 
stood at virtually the highest levels recorded throughout 
the depression; and foreign trade was at its lowest. 
Stimulated by expenditure on rearmament and an eleventh- 
hour expansion of credit, French imports had in recent 
months shown some tendency to rise; but exports had 
fallen in value to the lowest point experienced since the 
war, in fact to little more than one-quarter of their 1928 
size. Swiss and Dutch foreign trade had receded on both 
sides of the account to less than one-half of 1930 levels. 
A more realistic impression of the devastating effect of 
unrelieved depression upon industry may be gained from a 
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single example approaching veritable economic tragedy. 
Under the double impact of hostile tariffs and an over- 
valued franc the foreign sales of the celebrated Swiss 
chocolate industry dwindled from forty-five million francs 
in 1930 to one million francs in 1935. 

Moreover, even the reduced export trade of the gold 
bloc countries was maintained only by dint of price reduc- 
tions so drastic that they frequently eliminated any margin 
of profit. In many cases they were rendered possible by 
subsidies. A loss of domestic trade, turnover and purchasing 
power resulted which, in turn reacted adversely upon 
both public and private finance. New taxes and special 
levies failed to maintain revenue—now dependent on an 
illusory attempt to tax more and more out of less and 
less—at its previous level; and public indebtedness rose 
steadily. Disquieting fissures appeared in the Swiss 
banking structure; and it had become a commonplace in 
Switzerland to regard all mortgages other than first charges 
as practically valueless. 

These destructive processes should now be reversed. 
After the persistent price-decline of the last five years 
and the economies in costs enforced by it, a moderate 
rise in domestic prices will act as a powerful stimulus to 
home trade and industry. Dishoarding of gold and the 
disbursement of exchange profits may give additional 
impetus. Production and the national income may be 
expected to rise and unemployment to fall. Order and 
equilibrium in public finances should, before long, be within 
reach of attainment. Briefly, the gold bloc countries, 
having aligned their price-level by way of their exchange 
parities to the price-levels of the rest of the world, should 
move into the main current of world recovery instead 
of remaining dismally in a backwater of isolation and 
depression. 

If our hopes and good will are not to get the better of 
us, however, some qualification must be added with regard 
to France. There the world depression was felt last, and 
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for some time the country believed in its immunity from 
the general misfortune. When at length the presence of 
the infection was diagnosed, medical treatment was not 
immediately applied. The malady was allowed to develop 
and complications: have set in. Discarding metaphor, 
economic depression has culminated in social unrest. 
Political antagonisms have become acute and even unruly. 
Capital, previously awaiting only adjustment of the franc 
but now at variance with the labour which it should gal- 
vanise into productive activity, shuns the country. Cheap 
money and abundant credit remain for the present a hope; 
and fiscal difficulties persist. Here, therefore, recovery 
may be retarded until economic disputes between the parties 
can be settled in an atmosphere freed from political animosi- 
ties. No striking resumption of industrial and commercial 
activity can be expected until a workable relation between 
costs and prices has been regained. The success of the 
stay-in strikes has put the cart before the horse. If the 
vehicle is to proceed the horse must return to its place 
between the shafts—unless the cart is in future to be 


mechanically propelled by the power of the State. Never- 
theless, devaluation was indispensable to French recovery 
and may be relied upon to promote it even now more 
effectively than anything else could have done. 


Il]. DEVALUATION AND WoRLD TRADE 


HE foreign trade of France, Holland and Switzer- 

land, including that of the colonies and dependencies 
of the two first-named, accounts for roughly 16 per cent. 
of world trade and is equal to about half the trade of the 
sterling group of countries or three times that of China 
and Japan taken together. It is therefore of no little 
importance. 

In recent years, however, there has been some tendency 
to assess the influence of these countries on world trade 
in accordance with the conspicuous rdle played by their 
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currencies in the foreign exchange market. In a world 
that had broken away from gold they naturally gained 
exceptional prominence as the only surviving adherents 
of the former gold standard. ‘The great strength of their 
metallic reserves sustained their parities through one crisis 
after another. With exchange restrictions fast becoming 
the rule rather than the exception, they permitted dealings 
of unlimited magnitude to continue freely in their currencies, 
in the form of both cash and forward transactions. It is 
not surprising, therefore, to find that the gold currencies 
for some years came to engage a greater share of the atten- 
tion of markets than the normal trading relations covered 
by them would have warranted. Dealings were, moreover, 
abnormally magnified by migrations of capital and by 
the incidence of speculative operations envisaging—often 
prematurely—the developments of last September. 

By comparison the part played by the gold bloc countries 
in international trade has become almost inconspicuous. 
World recovery has not waited for them. An upward 
trend in international trade has been clearly discernible 
since 1934 and has steadily gained in strength, although the 
gold bloc, moving in the opposite direction, must have 
acted as a drag upon it. Measured in terms of pre-devalua- 
tion gold dollars, world trade as represented by seventy- 
five countries rose, after five years of continuous recession, 
from a monthly average value of $928°7 million in 1934 to 
an average of $946 million in 1935. Simultaneously, 
the share of the three members of the gold bloc declined 
by $13 million per month. During the current year the 
improvement over the whole world has made more rapid 
headway, trade having averaged roughly $1,000 million a 
month—a gain of 5 per cent. over last year. Still the gold 
countries have continued to lose ground. 

Now that their currencies have been adjusted (to what, 
in practice, already constituted a revised world-valuation 
of gold in relation to money and goods) the export trade 
of France, Holland and Switzerland should begin to 
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reassert itself in international markets. In the circum- 
stances described it stands to gain the full competitive 
advantage of currency depreciation, reduced only by 
additions to costs arising out of dearer raw material imports, 
and perhaps out of higher labour charges due to rises in 
the cost of living, where this is heavily weighted with 
imported foodstuffs. ‘These contrary factors can, however, 
be kept within moderate limits by appropriate reduction 
or removal of the tariff and quota restrictions that have 
hitherto aimed at excluding cheap imports. Steps in this 
direction have already been undertaken by some of the 
Governments concerned. 

After the drastic contraction of imports by the gold bloc 
countries during the years of depression, there is every 
prospect that as they succeed in increasing their foreign 
sales they will increase their foreign purchases. It is of 
course only by the double process that any et addition 
to the volume of world trade can be created. Otherwise 
what is gained by the new entrants will be lost to others, 
competition growing keener and more embittered than 
before, until it becomes destructive in intensity. 

There seems little danger, however, of this contingency, 
as may be shown by a brief reference to trade developments 
of the last three years in the countries “on” and “ off” 
gold. By general admission the gold currencies have 
been overvalued, the pound and the dollar relatively under- 
valued. It would therefore have been reasonable to expect 
a rising adverse balance of trade in the gold bloc and a 
greater expansion of exports than of imports in the sterling 
and dollar groups. But this is not what has happened. 
So effectively have tariffs, quotas and prohibitions been 
employed in the gold standard countries that imports 
have actually fallen much more steeply than exports, and 
adverse trade balances have been greatly reduced despite 
overvaluation; whereas in the United Kingdom and the 
United States the creation of abundant credit and the 
restoration of a profit-margin to domestic industry have, 
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despite undervaluation and tariffs, resulted in a more rapid 
expansion of imports than of exports. Now that the 
disparity of price levels between the gold countries and the 
rest of the world has been removed, domestic trade in the 
former, aided, as it almost certainly will be, by an expansion 
of credit, should make rapid strides. And, as a matter of 
experience, an improvement in the domestic affairs of one 
country tends to communicate itself through a hundred 
channels to every other. 

Taking a broad view, it is safe to assert that any addition 
to the economic atea within which a relative degree of 
equilibrium in costs and prices has been established will 
benefit all the parties within that area. Elimination of 
some of the fiscal trade barriers intersecting it would provide 
a further gain, but in this respect it is as yet too early to 
attach definite hopes to the developments of the last few 
weeks. While it would be churlish not to welcome the 
first steps taken by the statesmen of the gold-bloc countries 
in the direction of lowering duties and discarding quotas, 
we must accept these advances—whose moral and political 
value are unquestioned—in their proper context. If it is 
correct to assume that world prices will not be adversely 
affected by recent devaluations but will continue their 
upward trend, the gold-bloc countries when reducing 
trade barriers have so far merely substituted one form of 
tariff for another. No net concession is involved, and the 
object aimed at is the prevention of a rise in domestic 
prices and in the cost of living, which, if it were large 
enough, would render nugatory the advantages secured by 
the abandonment of gold parities. Some experience of 
the new situation will have to be gained before decisive 
steps are taken. 

There is nothing more destructive of international 
trade than the abrupt imposition of tariffs or other forms 
of obstruction to the exchange of goods and services 
between countries; but once the tariffs have existed 
for a given time their abrupt removal is only one degree 
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less harmful. Pious resolutions for their abolition brevi 
manu, passed at international gatherings, merely disregard 
political and economic realities. Unless trade concessions 
are effected at every step on a soberly calculated basis of 
give and take, a loss of currency reserves and a rise in 
unemployment are the most probable outcome. Most 
governments can afford neither. 

If the prospect of a noteworthy reduction of trade barriers 
arising out of the re-alignment of the gold currencies remains 
rather uncertain, some consolation may be found in another, 
less tangible direction. An end has been put to a major 
conflict on the issue of monetary policy and practice. The 
struggle between two groups of very unequal resources 
(other than gold), though waged without destructive 
intent, has caused a sharp cleavage in the world’s economic 
generalship at a juncture when unity of effort and purpose 
has been more necessary than ever. Now at last the first 
approach to a solution has been found as a result of con- 
cessions on both sides. 

By deeds rather than words the gold countries have 
acknowledged the de facto revaluation of monetary gold 
throughout the world which had in practice already been 
established under the leadership of the pound and the dollar. 
By implication they have admitted the futility of accepting 
an automatic and immutable standard and store of value 
which—whatever the errors of human judgment committed 
in the use of it—performed the unwelcome feat of quad- 
rupling its purchasing power within the brief space of a 
dozen years. The countries off gold, on the other hand, 
have frankly committed themselves to the vital principle 
that stability of exchanges is essential to world welfare; 
and have thereby made the first tentative approach towards 
restoring that stability. This step is the more important 
as the principle has at times stood in some danger of being 
consigned to the museum, if not the scrap-heap, to be re- 
placed by the comforting and treacherous doctrine that a 
free and self-adjusting exchange would ensure—to the 
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sterling group at any rate—prosperity at home and immunity 
from foreign distress. 

Even so, the possibility that exchange depreciation 
in its more orderly form of devaluation may be used, and 
perhaps used with increasing frequency, as a weapon of 
self-justified defence or even offence has not been completely 
removed. In this aspect the step taken by the gold-bloc 
countries was not an unmixed blessing, though the 
tripartite agreement on currency policy limits the danger- 
zone to States of lesser economic importance, many of which 
may moreover be relied upon to adhere to its principles. 
The three gold-bloc countries were not effectively “‘ forced 
off” gold by lack of exchange resources but by their eco- 
nomic difficulties. And, while the attachment of the Greek, 
Latvian, and Turkish currencies to sterling, which im- 
mediately followed, calls for no special comment, a second 
devaluation by Czecho-Slovakia within a comparatively 
short space of time contains unwelcome implications. 
It has since been rumoured that a similar step is impending 
in Austria. Having emancipated itself only a few months 
ago from financial supervision by the League, its Govern- 
ment is budgeting for a deficit resulting, in accordance 
with present fashion, from the necessity for rearmament. 
Strangest of all, perhaps, was the Italian combination 
of a 4o per cent. devaluation with the creation of a still 
cheaper tourist-lira, unblushingly devised to undercut 
Italy’s neighbours in the competition for foreign tourist 
income. 

In conclusion, brief reference must be made to certain 
new features in the international currency situation, 
though it is as yet too early to pass judgment upon them. 
The devaluation by the gold bloc has brought with it a 
mote complete break with the past than was expected by 
many who had long anticipated the devaluation itself, 
The former gold standard has, for the present, been 
completely discarded. Procedure has been changed as 
well as parity. The United States alone maintains an 
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official price for gold; France and Switzerland have assigned 
upper and lower limits, widely apart, to the gold content 
of their new currency unit; Holland and Great Britain 
none at all.. It looks at first like an international conspiracy 
for exchange instability. Exchange equalisation funds 
have, however, been set up in all five centres; the gold 
reserves at their disposal are very great; and given agree- 
ment as to the mutually desired exchange ratios they 
should be able to co-operate smoothly and effectively. 
But if such agreement is absent, or if it breaks down under 
a strain, chaos may result. Political considerations and 
influences hitherto excluded as much as possible from 
direct contact with currency matters may occasionally 
play a part; for the exchange equalisation funds have been 
entrusted to Treasuries rather than to central banks. 
Their operations will remain a closely guarded secret, and 
their gold (or exchange) resources will not find a place in 
bank returns. It seems to follow that the volume of credit 
will not, or at any rate need not, be affected by international 
factors. It will simply be a matter for the exercise of 
judgment by those in charge. None of these countries 
will be allowed to see its own pass-book. That may 
make it happier—for a time; but it will hardly make matters 
easier if the financial brake has to be applied because an 
overdraft is in sight. 

It is, however, too early to pass judgment on a new and 
very complex currency mechanism which is admittedly 
experimental and in course of development. It is of such 
importance that it deserves, and should receive, special 
study. Meantime, it has of course also its good sides. 
Without experience of the new parities it would have been 
absurd to fix rigid exchange ratios. If stability is genuinely 
pursued through loyal co-operation, the fluctuations 
likely to ensue will have but minor significance. The 
central banks, through their daily working intercourse, 
will be driven almost inevitably to establish agreement 
concerning rates of exchange. If properly used, the gold 
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reserves collectively available are so great that it should be 
possible in due course to exercise a regulated and beneficial 
control over the credit expansion and contraction of almost 
the whole world. If thereby some of the worst effects 
of the ever rolling trade-cycle can be mitigated, even if 
not removed from our experience, the gain will be 
immeasurable. 





THE TWO SPAINS 


By a Spanish Contributor 


T is scarcely more than a truism to state that the Spanish 

civil war is the outcome of the historical evolution of 
Spain meeting a contemporary environment—a cross- 
section by the present of the development of the nation in 
time. It follows that, if we are to understand what is 
happening, we shall have to turn our attention successively 
to Spain’s inherent life and to the influence of modern 
political tendencies on Spain. 


I. THe LAND AND Its PEOPLE 


UCH harm is done to clear thinking by preconceived 


ideas and set labels, such as the time-honoured fallacy 
which circulates under the high-sounding name of “ Latin 


>? 


races”. “Latin” is a language. “‘ Race”, if it means 
anything at all, isa biological term. The idea of classifying 
races according to the language they speak is fantastic. We 
can nail it to the counter by pointing out that it leads to 
making “‘ brothers ”’, or at least “ cousins ”, the Yorkshire 
farmer and the Jamaican negro. Let us then come to 
Spain on the understanding that little or nothing of what 
we know of the French or of the Italians will be of use 
to us. 

We are going to find a land of great variety, in which 
the landscape, living nature, and the ways of men vary 
more widely than within any other nation of like size; 
and yet a country of great unity, for both land and people 
impress the mind with a quality, a manner and an essence, 
quite different from anything outside. This peculiar 
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character of the land and its people suggests elemental 
and primal things, as if, on coming to Spain, the stress 
shifted from apparential, transitory and conventional forms 
to real, permanent and inherent essence. 

Such a national character cannot be expected to foster 
political talent. Politics is necessarily the art of collective 
possibilities. It is bound to rest on convention; to meet 
transitory problems with transitory solutions; to feign to 
be deceived by appearances. The very nature of politics 
is therefore out of tune with the inherent tendencies of 
the Spanish character. And this fact is the real, permanent 
and inherent reason why Spain has not yet found, and 
probably never will find, her political equilibrium, 

Nietzsche was once asked what he thought of the 
Spaniards. “They have sought to attain too much”, he 
answered. Admirable though it is, the answer falls short 
of truth. They seek to attain the whole—+the whole of 
what is going. That is one of the many senses that may 
be read into Don Quixote’s myth of Dulcinea. The 
object of a Spaniard’s thoughts can be nothing short of the 
Absolute Best. Hence the integral and absolute nature of 
political attitudes, the true cause of the endemic civil war 
which afflicts the country—for, with or without military 
manifestations, civil war is a permanent feature of Spanish 
collective life. 


Il. THe Enpemic Crvit War 


O much for the fight. But what about the combatants ? 

This civil war, one may say, does not differ funda- 
mentally from those that were fought in Spain during the 
nineteenth century, except in one respect to be brought 
out later. In order to substantiate this statement, it is 
necessary to place the whole theme of Spanish civil wars 
in its historical setting. The Austrian dynasty, building 
the nation on the solid foundation provided for them by 
Ferdinand and Isabel, achieved an admirable synthesis of 
royal authority, based on divine right, and the democratic 
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tendencies inherent in the Spanish nation. The solvent 
which melted together these two different political essences 
was the religious spirit of the Spanish people in those days. 
The king was absolute but not despotic. He was respected 
but he was bound to be just; for the basis of this respect 
was his sacred character as a minister of God on Earth. 

With the Bourbon dynasty, two historical changes 
converge to destroy the spirit of the Spanish “ theo- 
democracy ”’: on the one hand the growing identification 
of royal authority with the person of the king; on the 
other, the inner impoverishment of the religious spirit of 
the country, which, at the top, fades into intellectual 
scepticism or hardens into ultramontane intransigence ; 
while in the lower reaches it turns into blind bigotry and 
superstition. As, in the course of the eighteenth century, 
the kings deteriorate, they drag down the crown—once 
sacred—to the level of their own indignity, and when 
Napoleon wrests it from the hands of Charles IV and 
Ferdinand VII the Spanish nation is left with nothing but 
the ruins of the political institutions of bygone days. 

It is true that the seeds of new political institutions 
were scattered on her soil by the armies of Napoleon. The 
National Episodes of Galdés show with admirable vigour 
how the Afrancesados influence the national mass and 
make it breathe a foreign air which had vibrated to the 
tune of the Marseil/laise. But, though the past was dead, 
that present could not strike root into the old and crusty 
soil of Spain; and the real meaning of the nineteenth 
century has been, for Spain, this struggle between the 
French Revolution and the Spanish genius, inherently 
rebellious to it. 

The pity of it was that the Spanish genius—being as 
incapable of conscious self-expression as it is obdurate 
and self-assertive in its mere “being there ”—found no 
better manifestation for its opposition to French ideas than 
the old absolutist tradition artificially and stubbornly 
revived from the Austrian days. The Carlist wars—leaving 
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aside the personal question as to who was to reign, king’s 
daughter or king’s brother, and even the legal question 
between the Salic law and the Spanish law—were, in actual 
fact, the expression of the reluctance of at least half the 
nation to accept the principles and emotions of the French 
Revolution. As, in its essence, this is also the meaning 
of the present civil war, it may be useful to inquire into the 
causes of this formidable resistance on the part of Spain 
to let in Jean Jacques Rousseau and all his successors. 

It is usual at this point to drag in the Roman Catholic 
faith and to point out that Rousseau had a Calvinistic 
background. But this explanation explains nothing at all; 
for it leaves unexplained why the Spaniards remained 
within the Catholic fold and did not turn Calvinist like the 
Genevese. The real reason for both facts—resistance to 
the French Revolution and persistence of the Catholic 
faith—is to be found in the inherent pessimism of the 
Spaniard, particularly of the Castilian. In short, liberalism 
did not conquer Spain because it is not pessimistic 
enough. 

Nevertheless, liberalism made rapid progress in all the 
zones of Spanish life in which optimism was possible—among 
intellectuals, the liberal professions and the people of the 
east coast. In actual fact, this progress is not as brilliant 
as it looks, for it is only certain in about half of the middle 
classes, the other half remaining faithful to “good old 
Spanish traditions”; while the people of the south and 
east, led by the integral and “ absolute” tendency of the 
national character, have gone “ the whole hog ”’ in liberal- 
ism and adopted the tenets of anarchism or “ libertarian 
communism ”’. 

What has become, meanwhile, of the masses of pessimistic 
Spain? They have swiftly evolved from passivity to 
marxism, making but the shortest possible stay in liberalism. 
And, mark the point, the pace of their conversion to marx- 
ism has suddenly quickened to an astonishing extent on 
their realising that communism is an anti-liberal doctrine. 
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Now look at the picture. Right: Old Spain. Pessim- 
ism. Authority. The Army. The Guardia Civil. The 
Church. Leaders. Thinkers. Proprietors. Capitalists. 
But also the middle classes (half of them) and many peasants 
and workers who do not like attacks on property. 

Left: Marxism. Pessimism. Authority. Dictatorship 
“of the Proletariat”, but still dictatorship. Discipline. 
The Marxist Dogma and the Marxist Church. The 
Marxist Pope (Stalin). Leaders. Thinkers. The workers 
of the pessimistic part of Spain (centre and north) who 
have left the Right. 

Centre: first, Liberalism. Optimism. Intellectuals. Half 
of the middle classes. No mass. Second, Anarcho- 
syndicalism. Hyper-optimism. The masses of the levan- 
tine and southern Spain. No politics, 

How could such a nation organise its political life under 
a parliamentary constitution? The answer is that it did 
not. But the explanation of the fact that, despite the 
formidable difficulties of the task, some form of modus 
vivendi was possible under the Restoration and under the 
Republic must be found in anarcho-syndicalism. For, 
owing to their bitter antagonism towards the socialists, 
the anarcho-syndicalists were always willing to wink at 
their own contempt for the ballot box and to vote for their 
liberal bourgeois friends so as to do the socialists out of a 
number of seats in Parliament; and it is a fact that, with 
foolish short-sightedness, all Spanish politicians under the 
monarchy, with the exception of Primo de Rivera, favoured 
anarcho-syndicalism at the expense of the socialist party, a 
far more statesmanlike and orderly political organisation. 


Til. THe WEAKNESS OF LIBERALISM 


T is now evident that the weak spot in Spanish public 

life is liberalism. And it follows that, even under a 

better world-climate, the liberal-democratic Republic was 

bound to find itself in difficulties. The constitution was 
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discussed in a mood of violent reaction against the long 
dictatorship of Primo de Rivera and was in any case born 
old, under an excessive influence of generous but belated 
intellectuals, eager at last to put on parchment, at sixty, 
their political dreams of twenty. Anti-clericalism was one 
of their dreams. Alas, no one in Spain has worked more 
efficiently for anti-clericalism than the clergy. The nation 
with the finest Catholic culture in the world, the nation 
that produced the polyglot Bible of Alcala, the motets of 
Salinas and Victoria, the mystic poems of St. John of the 
Cross, the Autos sacramentales of Calderén de la Barca, can 
give her people no higher Catholic beauty than paltry 
“popular” songs in church choirs, imitations of Place 
St. Sulpice sculpture on her altars, and the masquerades for 
tourists that Seville includes in her tourism programmes. 
“The anarchists have destroyed many churches ”—said 
a learned Catalan canon, a refugee on board an Italian ship— 
“ but the clergy had first destroyed the Church.” 

Our anti-clericals, however, would not give up their 
long-cherished dreams. Instead of insisting on raising 
the moral and intellectual standard of the clergy, they pre- 
ferred to ignore it—as if the Church and its ministers ceased 
to exist and to exert a powerful influence over the nation 
by their ceasing to be known to the state. While nothing 
really efficient was done to combat that influence, many 
small vexations came to add to the irritation caused to the 
Catholic population and to the clergy by the suppression 
of the chapter for Church and worship in the state budget. 
A rise in the miserable salary doled out by greedy bishops 
to village priests would certainly have consolidated the 
Republic. The sudden dismissal of all those poor priests 
from the lists of government servants was one of the worst 
blunders of the new régime. 

The traditional half of Spain was deeply hurt. But 
the intellectual liberals, who were attacking her on all fronts 
at once, did not realise that the masses which had hoisted 
them to power, and which they would need when old Spain 
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struck back, were not to remain with them; for, though 
looking towards different horizons, they are temperamentally 
nearer to the authoritarian Right than to the liberal Centre. 
Here is a grain of fact worth tons of doctrine. During the 
Restoration, the Spanish Left, then mostly composed of 
bourgeois liberals, of course anti-clerical, was loud in its 
protests against clerical “oppression” which, on Good 
Friday, prevented all traffic movement but that of doctors’ 
cats. But during the present Republic, every time the Left has 
been in office, the socialist holiday on May 1 has resulted 
in a complete paralysis of the life of Spanish towns, all 
vehicles, even owner-driven cars, being banned from the 
streets by the trade unions; not in virtue of any law, not 
in virtue of any tradition such as that of Good Friday, not 
in virtue of a custom or disposition acquiesced in by the 
rest of the nation—for, when Governments of the Right 
were in office, as in 1934 or 1935, the holiday was reduced 
to its fair limits as a day of rest and pleasure for the working 
classes—but through the use of threats and, where neces- 
saty, of force, and the knowledge on the part of all con- 
cerned that the authorities would not protect the citizen 
who tried to enjoy his liberty. 

This is but a straw in the wind, but it could not be more 
significant. It means that the living sense of liberalism is 
not the dominant feature in the Spanish issue; for, in a 
really conscious and constructive sense, it is only to be 
found in a small minority of rather doctrinaire intellectuals 
without a following, while, in the masses, it lives only in 
the form of anarcho-syndicalism. Liberalism must then 
be dismissed from the picture as a somewhat irrelevant 
issue. 

This is by no means to say that liberalism is permanently 
to be blotted out of the Spanish political landscape. The 
strong individualistic tendency of the Spaniard, and that 
sense of manhood, hombria, which is perhaps his chief 
psychological spring, will always demand political ex- 
pression. In the end, happen what may, liberalism, in one 
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form or another, will be an ingredient—and an important 
one—in whatever solution is brought to the constitutional 
crisis of the country. But, in this present struggle, liberal- 
ism, represented by unorganised intellectuals, passive 
middle classes and anarcho-syndicalist workmen, is but a 
side issue. What remains is a duel between two authori- 
tarian principles—two genuine manifestations of Spanish 
life and spirit. 


IV. Fascism AND COMMUNISM 


UT it happens that, this time, the Spanish endemic civil 
war finds in the world outside two political forms that fit 
it admirably. For these two forms of the Spanish pessim- 
ism are, for autochthonous reasons, ready to express them- 
selves in the political forms evolved respectively by fascism 
and communism. It is worth pointing out that Spain, 
politically asleep for generations “lost to the world’s 
debate”, turns up in the very centre of it when the world 
finds itself confronted with a choice between two brands 
of authoritarianism. Spain understands that language, 
even though she will not accept some of the forms that it 
adopts. Her old civil war takes on a new sense. The old 
traditional spirit, clinging to obsolete forms of absolutism 
for lack of newer expressions, sees in the totalitarian 
state a contemporary re-incarnation of her doctrine of the 
Austrian days. Spanish fascism is certainly not planning 
to become a servant of vested interests and a guardian over 
the well-fed and sleepy landowner-capitalist. It puts the 
national interest above every other interest and in economic 
matters might well be described as “ hierarchical socialism ”’. 
Communism in Spain is also steeped in that. totali- 
tarian sense which puts the interests of the whole country 
above those of any man. It is a well organised party, of 
clean and enthusiastic people; one of the best organised 
and most capable in the land. 
No longer a struggle for or against the principles of the 
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French Revolution, this, the last of the Carlist wars, is in 
reality fought between two nascent forms of genuine Spanish 
life—however deep the foreign influences over them may 
be. However grave and tragic in its material and moral 
results, it must be considered as a mere episode in the long 
and searching political evolution of the Spanish nation. 


V. THE OurTcoME 


O one is a prophet about his own country. It may, 

nevertheless, be safe to prophesy that, as a consequence, 
though not an immediate consequence, of this orgy of 
mutual hatred and destruction, the two sides will come to 
realise that they have never been less divided than they will 
be when the civil war is over. The more obdurate, the 
less intelligent elements of the Right, who represent little 
more than their bank safes, will presumably be eliminated 
by the winner—whichever side wins—as dead timber. A 
living sap will vivify the state. Once the state has gone 
through the painful, and possibly long, process of recon- 
structing the main beams of the fabric—a bureaucracy and 
an internal army—the country will be in a position to evolve 
institutions more fitting to its genius than those it has 
discarded and than those which are offered for its imitation 
by Rome, Berlin and Moscow. 

It was inevitable that the States of Europe which incarnate 
these doctrines should take a powerful interest in a civil 
war fought between two Spains so closely allied to them. 
But, while there is close similarity and at times conscious 
imitation, it is evident that, both on the Right and on the 
Left, the Spanish and the foreign cases are fundamentally 
different and cannot be summarily dismissed as identical. 
To take the communist side first: assuming that the Left 
win the civil war, the communist party, even allied to the 
socialists, could not disregard the numerous and powerful 
syndicalist section of working-class opinion. Spanish 
communism would therefore evolve in original Spanish 
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ways, a necessary compromise between the Moscow master 
and the strong idiosyncracies of the pupil. It is probable 
that, the war once over, the influence of Moscow would 
rapidly dwindle, first as a national reaction, then as a 
consequence of the disenchantment which the experience 
of communism would call forth in masses of a messianic 
turn of mind whose ideals are always safer in Heaven, and 
finally because Moscow would be naturally considered as a 
political enemy by all “ pure ” syndicalists. 

If, on the other hand, the fascists won not merely over 
the Left but over the Right, of which they are the only 
progressive element, they would be hard put to it to harness 
under a fascist discipline the most individualistic people on 
earth. It is significant that the Spanish Phalanx (our 
fascists and Hitlerians) have chosen as their political name 
not national-socialism but national-syndicalism. One of 
the mainsprings of fascism is wholly lacking in Spain: 
that heady wine of imperialistic nationalism which no 
leader can turn into an acceptable drink for Spaniards— 
who know the taste of it to the dregs. It is safe to say 
that Spanish foreign policy would not change appreciably 
in essence, even if it changed in manner and in some 
superficial moves. Foreign policy is determined by fixed 
laws of geophysics and of geo-economics even for more 
powerful nations than Spain. 

The civil war will have shown the people the value of 
technique and that of discipline. It will have shown the 
upper classes—whether they win or lose—that govern- 
ment is impossible without the acquiescence of the people. 
One problem—the greatest of all—will remain unsolved, 
perhaps for ever insoluble, a perpetual challenge to the 
Spanish nation: how to combine the authoritarian sense, 
which is not merely the present mood but a permanent 
tendency of the two rival Spains, with that yearning for 
liberty which makes of all Spaniards, without exception, 
anarchists at heart. 
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I. RoosEvELtT Comes BACK 


N the day these words ate written, the United States 

is ending its quadrennial political orgy. The voters 
ate at the polls. This incredibly protracted campaign is 
overt. The United States is oddly backward about some 
things, and political machinery is one of them. We still 
use the election time-table devised in 1824, when the first 
presidential nominating conventions were held, and the 
toads were quagmires or rockpiles. There is no earthly 
reason why we should lash ourselves through a presi- 
dential campaign lasting five months—which generally 
leaves us in a state of emotionally exhausted boredom— 
and precede it by an equally long series of skirmishes for 
the party nominations. In these days of nation-wide 
radio hook-ups, with graphic news-reels showing candi- 
dates’ faces and postures in theatres at every cross-roads 
ot whistle-stop,* and aeroplanes whisking even political 
candidates across the skies, there is no possible reason 
why our presidential campaigns should not be conducted 
in a month or six weeks. But it will probably be a long 
time before we are sensible and effect this reform. 

Before this article is posted to catch the Queen Mary, 
the results of the election will be coming in. And by the 
time it reaches London—and print—the American presi- 
dential battle will be very stale soda-pop indeed. Most 
of us are assuming that President Roosevelt will win 
rather handily. Some Americans profess today to regard 
this as a national calamity only to be compared with the 


* Whistle-stop : A hamlet so small that the trains pause there only 
by notification of a whistle. 
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plagues of Egypt. But the great majority of the voters— 
as the results will doubtless have indicated—take a more 
philosophic view. ‘That is likely to be true, after a few 
days, among most people. As is usual, some impetuous 
gentlemen have pledged themselves to push a peanut 
with their noses from New York to San Francisco if the 
election goes one way or another. Few of them will do 
so. Others have taken an even more harrowing view, 
and foresee (for campaigning purposes) their eternal 
ruination with the return to power of the buoyant Mr. 
Roosevelt. One of them even went so far as to announce 
that he would sell out his business and move to Canada, 
or some other safe spot, if the President were returned. 

In the last weeks of the campaigning, forsaking the 
more moderate tactics with which he had begun, Governor 
Landon began to predict the most dire consequences if 
he failed to be elected. He insisted that President Roose- 
velt had utilized—if not invented—the depression as “a 
mere excuse ” to inflict dictatorial laws and practices upon 
the American people. He saw the pit opening ahead of 
the New Deal, with pauperization of the American people, 
national bankruptcy, and ultimate despotism looming 
ahead. He gave all his Right-wing supporters the most 
delicious cold shudders. But there is no evidence that 
he won support where he needed it: from the mugwumps 
in the middle of the road. The campaign had deviated 
sharply from the so-called “ ‘Topeka strategy ” outlined in 
the last issue of THE Rounp Tasie.* This was partly 
last-minute panic, and partly the persistent hammering of 
the Republican party’s Right wing upon the liberally 
inclined candidate. They persuaded him that “ October 
is the month for bloody noses”, and he set out with 
flailing fists. If, in the end, his own nose was bloodier 
than anybody’s, it was plainly because the campaign appeal 
was addressed to the wrong people. However much he 
may have acted in response to nearly irresistible pressure, 

* No. 104, September 1936, pp. 705-721. 
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it is of course true that Governor Landon had only him- 
self to blame for not continuing what started out as a 
sensible and possibly effective campaign. This indication 
that the Kansas candidate would yield under pressure, and 
say and do things he had never before seemed to mean, 
was a watning sign that in the White House—under far 
greater pressure—he might be amenable to even more 
damaging influences. 

Governor Landon may have frightened his own loyally 
supporting Right-wing by the blood-curdling tone of the 
campaign in its last weeks, but he did not frighten American 
business. Industrial activity kept to a new high pitch 
right up to election day. American business began a 
sharp rise in April, just as politics were bubbling up, and 
it has not yet stopped its rise. The composite index now 
stands at 108-7 with the 1929-32 average as 100. The 
figure is almost precisely where it was in early 1929. 
Steel is at 73 per cent. of capacity, and is expected to 
stay above 7o per cent. through the rest of the year. 
Automobile production is apparently going above last 
year’s record; textiles, shoes, and other such manufactures 
are eclipsing all previous heights; retailers are clamoring 
for merchandise. In short, the picture has not been so 
rosy since 1929, and the old myth that election years 
damped business is again being disproved. 

The importance of this election to people in other 
countries is in some respects even greater than it is to 
Americans. The best way of indicating its significance is 
to explain what would have happened had Governor 
Landon been elected. His first problem—ordered by the 
people—wouid have been to try to liquidate the New 
Deal. Or, at least, he would have had to start in that 
direction, whether or not he found himself able ultimately 
to do away with much of it. In the last weeks of the 
campaign, he pledged himself to an immense program of 
change. He promised to alter basically the Reciprocal 
Trade Agreements Act—presumably abrogating the 
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important treaty with Canada, and rendering very difficult 
if not impossible the negotiation and ratification of an 
agreement with Great Britain, which is the next objective 
in the Hull list. He bound himself specifically to repeal 
as soon as possible the Corporation Surplus Tax Act— 
and would need a great deal of new revenue from other 
sources as a result. His whole appeal was one of economy, 
and he promised to put into effect at once a drastic series 
of budget cuts. He agreed to turn the administration of 
relief back to the states. He promised to rebuild the 
farm-relief program from top to bottom. He declared 
the instant need of turning back to Congress the many 
powers granted to President Roosevelt, including the 
authority to manage the dollar through the stabilization 
fund. 

These are only a few of the troublesome things that 
would have filled Governor Landon’s hands. Obviously, 
he would have had very little time to look overseas. Foreign 
policy would have been put into the ice-box, and there it 
would probably have remained for a good many months 
to come. Moreover, in so far as Governor Landon made 
any campaign p'edges on foreign policy, they were in the 
direction of greater insularity. His view toward the 
League of Nations was non-co-operative and restrictive. 
His concept of neutrality was identical with that which in 
1914-18 led the United States down the road to war—an 
insistence upon neutral “rights”. He had no particular 
ideas about inter-American policy, nor had his advisers. 

The entire Republican preoccupation was to defeat 
President Roosevelt, and the entire post-election job would 
have been to try to mop up the New Deal. For a very 
long time, the activities of the Landon Deal would have 
been just about as turbulent as the early months of the 
New Deal itself. Out of much sound and fury, with a 
hostile Congress, stalemate might well have resulted. The 
effects of this new flurry of activity upon business would 
have been problematical. The events might have been 
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exhilarating to some leaders of business; we might have 
had a thrilling boom-tide on the switch-back; or precisely 
the opposite might have happened. After many months, 
perhaps a year, things would have shaken down enough 
for the Landon Administration to begin to think con- 
structively and concretely about foreign affairs. It gener- 
ally takes at least that long for a new Administration to 
find its feet anyway, and in the face of the tremendous 
domestic task confronting Governor Landon it is not at 
all slurring to say that he would simply have had to ignore 
international problems to a maximum degree. Of course, 
the State Department under a new higher command would 
have continued to function. Immediate duties, such as 
the Inter-American Conference meeting in Buenos Aires 
in December, would have been attended to under the 
shadow of uncertainty. American participation in all 
world affairs would have been on the most perfunctory 
basis, although doubtless the new Secretary of State— 
whose identity could not even be guessed—would have 
done his best. Ultimately, the Republican leadership— 
which is not at all devoid of talent in the conduct of 
foreign affairs—would have begun to develop its own 
fresh ideas. But it would have taken more time than 
the world has to spare. 

President Roosevelt, returning to power, finds himself 
in the happy position of a Chief Executive beginning his 
second term, endorsed by new approval of the people, 
and without the necessity of ever confronting the voters 
again, except when a new House and one-third of the 
Senate are re-elected in 1938. While there are some gaps 
to fill in the New Deal, some renewals of authority to 
look after, some new holes likely to be punched by the 
Supreme Court and filled in by Congress, these tasks have 
nothing like the magnitude of those on hand in every 
single preceding January during President Roosevelt’s 
occupancy of the White House. There is no comparison. 
Business is good; an expansive era has been opened. 
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In domestic affairs, President Roosevelt can no longer 
count on a free hand or a blank cheque. This is because 
of the peculiar nature of a second term. A President’s 
position in his second term is at once easier and harder 
than in his first. Easier in that he is not constantly think- 
ing and working toward re-election—one of the greatest 
flaws in the American constitutional system, which has 
already produced modest but increasing sentiment for 
limiting the presidency to a single term of four or six 
yeats. This re-electoral motive conditions every act of a 
president from about the second year of his first term. 
His energies go into the building of political fences, which 
in turn restrict his administrative and legislative freedom. 
The President’s political advisers conclude that he ought 
not to do many things—among them, probably, the very 
best things he could do—simply because of fear of alienat- 
ing some group of voters, or the need of courting some 
other pressure-bloc. The last year or two of a first term, 
therefore, is certainly the nadir in any American President’s 
career. 

Comes the second term, and the President feels released 
and free. He can exercise an exhilarating new independ- 
ence. But this independence has its penalty. The majority 
in Congress, too, are no longer bothered about re-election. 
They no longer have to cling to the presidential coat-tails. 
They cease being obedient little boys, and get very naughty 
indeed. A President returning to power on a landslide 
may expect a honeymoon of a few weeks or months, but 
no more. And by mid-term the chances are very good 
that he will lose control of one house at least of the Con- 
gress, which means the threat of deadlock and compromise 
for succeeding measures. Sometimes, however, a Presi- 
dent wishing to show independence may fit his new ideas 
into those of the insurgent wing of Congress, and then he 
is in clover. 

The President’s second term is therefore likely to be 
occupied with more activity on the administrative side, 
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and less on the congtessional. ‘That is where President 
Roosevelt’s prospective operations in foreign policy come 
in. But he must choose a field of activity where he is 
not likely to be check-mated by Congress, and has the 
approval of public opinion. It would be impossible, for 
instance, for President Roosevelt to take the United States 
into involving political complications on the European 
continent. His relations with the League of Nations must 
still be of the most circumspect. If he participated in any 
conferences on strictly political troubles in Europe, he 
would have a revolt of popular opinion on his hands. 

There is a middle ground in which public opinion 
allows the President much latitude, there are some fields 
where popular inhibitions are oddly lacking. The most 
tempting and profitable field is of course in Latin America. 
There, the American public does not seem to feel afraid, 
does not object to commitments, however involving. 
Moreover, things are moving very fast and very far in 
Latin American affairs, and out of the Buenos Aires con- 
ference may develop ideas, not only for peace organization 
and neutrality in the western hemisphere, but even for a 
workable bridge to Geneva, or at least to the democratic 
nations of the Old World. 


Il. From WASHINGTON TO BUENOs AIRES 


RIGINALLY, the Buenos Aires Conference had two 

major objectives. The first, developed by the United 
States, was the formation of an American neutral bloc. 
The United States proposed to extend to as much as possible 
of the western hemisphere—with some British Common- 
wealth nations thrown in for good measure, if possible— 
the general theories of its own neutrality statutes. These 
laws attempted to apply trade and financial embargoes 
against war, though not against aggressors alone. The 
purpose of broadening such policies to include other 
nations was to build up the largest possible area in which 
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un-warlike trade could continue to flourish after a European 
wat had broken out. As long ago as last February, 
President Roosevelt looked at the Old World, and found 
the skies dark. In the face of a war threat, he felt the 
only course for the United States was to accept the storm 
and try to build snow-tunnels between its house and those 
of as many neighbors as possible. 

The second major objective of the Buenos Aires meet- 
ing, shared most actively by the Latin Americans, was 
the erection of peace machinery in this hemisphere. On 
this objective, the nations were split. The countries on 
the Pacific slope of South America leaned toward the 
American system. Argentina, and some others, still leaned 
toward Geneva and the Old World. With its trade ties 
to Great Britain, its traditional rivalry with the United 
States, it was natural that Argentina should be distinctly 
alarmist about this whole movement that had been deposited 
uninvited on its doorstep at Buenos Aires. But the very 
fact that President Roosevelt, although he issued the 
suggestion for the conference, carefully kept it out of 
Washington and in Argentinian territory was a meaningful 
diplomatic stroke. It was a notification that the United 
States wished to respect and emphasize Argentina’s eminence 
in South America, and wished to give due weight in any 
diplomatic agreement to the pro-European views of the 
leading Spanish-speaking State. 

There are now four magnetic pulls tugging at Latin 
America. There is Washington, with its predominant 
influence among the central American States, and its trade 
associations with the southern continent as well. Wash- 
ington, too, has greatly improved its position with the 
ABC powers (Argentina, Brazil, Chile) through the Roose- 
velt good-neighbor policy, whose practical meaning was 
shown by the abrogation of the Platt Amendment that had 
controlled Cuba, and the non-intervention policy that has 
been rigidly carried out since. Cordell Hull, the American 
Secretary of State, was friendly and circumspect at the 
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Montevideo Conference of 1933, where he established 
warm personal cooperation with Dr. Saavedra Lamas, the 
influential Foreign Minister of Argentina. Moreover, as 
Europe grew more turbulent, as Geneva declined, Wash- 
ington seemed a more stable anchor. 

The second pull on Latin America, and by no means 
altogether divergent from Washington’s influence, is 
Geneva—behind which generally stands London, But 
this pull from the League of Nations has been uncertain. 
Latterly it has not been clear in which direction the League 
is evolving, nor whether the establishment of a regional 
peace machine in Latin America might not be precisely the 
evolutionary outgrowth of Geneva. Nominally, however, 
the League sticks to its ideal of universality. Dr. Saavedra 
Lamas was invited—by no coincidence—to become Presi- 
dent of this autumn’s Assembly of the League of Nations. 
He was honored in London on his way home. Presumably 
it is his réle to build a bridge between Geneva and London 
on one hand and the New World capitals on the other. 

There are less compatible pulls being exerted on Latin 
America in these days. Italy and Germany—and soon, 
maybe, Spain with its historic ties—are seeking fertile 
territories for ideological and geographical expansion. 
Latin America is one of the most tempting areas left in 
the world for either sort of expansion. Already there is a 
close sentimental link between Spanish fascism and Latin 
America. Uruguay, for example, withdrew its recognition 
of the Madrid Government, and there is little doubt but 
that the triumphant Rightist forces would speedily be on 
the best of terms with Latin America. Germany had many 
warm pre-war and post-war contacts in South America, 
and Italy has not a few of them too. Authoritarian 
government was an old story here; the fascist lure was 
peculiarly fascinating to the military and to the regularly 
dominant classes in Latin America. 

Finally come the communists, tugging at the proletariat 
in Latin America. They have much fuel for their flames. 
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Agrarian misery, clerical abuses, industrial discontent, are 
all present in abundant measure. These things—already 
manifest in Mexico and elsewhere—might, if world 
conditions worsened, flare up into bitter strife. The 
communists have much potentially at stake in the Latin 
American game. 

Naturally enough, all these magnetic pulls have produced 
latent disquiet in Latin America, and increased hopes for 
success of the Buenos Aires Conference. Recently a new 
fear appeared, to dominate the situation. For nearly a 
century, it has been possible—and fashionable—to sneer 
at the Monroe Doctrine in its original purpose of protecting 
Latin America against aggressive attack from overseas. 

“What nonsense,” people said. “ Who is going to 
attack South America? We are secure . . . just as secure 
as the United States, behind our oceans and mountains. 
It is silly to say that we need protection of a doctrine or a 
big brother. That’s just an imperialist pretext of the 
United States.” 

Things have changed now. For the first time, Latin 
American politicians can refer to the possibility of a foreign 
attack on their shores without being scoffed at by their 
compatriots. A high-ranking Argentinian official recently 
explained the situation in these words : 

“The problem of South American security today 
develops parallel with the progress of science, especially 
in the realm of transportation. Unfortunately for us, the 
moral aspect cannot be considered. It has been proved 
to us in Europe and Asia that treaties and understandings 
mean nothing. When a State is ‘ hungry’ or invokes its 
own ‘ special interests’ no moral law will stop it from 
attacking any sphere within the operating compass of its 
military machine. That is the unfortunate situation for 
the present and, as realists, we must base future policies 
on present facts. 

“The operating compass of the military machine is 
expanding rapidly. We have seen what has happened in 
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the past 10 years. Who would deny that in another 
to yeats the Atlantic will be spanned by fast, gigantic 
flying-boats ? It may be earlier; in that case the menace 
to our shores is correspondingly advancing. Directly or 
indirectly, this menace must be faced by all American 
nations, and maybe at the forthcoming peace conference 
in Buenos Aires.” 

A similar view is expressed in La Nacion, distinctly not 
an anti-fascist paper,in Buenos Aires : “‘ Distance destroyed, 
America has only the Monroe Doctrine to fall back upon. 
The nations without their own arms industries will be at 
the mercy of those who have them.” 

With Latin America in anxious mood, with the United 
States more solicitous of sensibilities than ever before, 
with the Old World in turmoil and the New World still 
peaceful, the attractiveness both of a western neutrality 
bloc and of an American peace system are evident. 

The implications of these policies have been carefully 
thought out by the Roosevelt Administration. It cannot 
be said that the present State Department is convinced of 
the thesis that peace is indivisible, but it is no more con- 
fident of an ostrich-head viewpoint. Some compromise is 
ahead. ‘The best observers feel that an adjustment between 
the pro-League ideas of Dr. Saavedra Lamas, the urge of 
security in the western world felt by his countrymen, and 
Washington’s desire to extend the area of neutrality, can 
be worked out. The Roosevelt Administration has always 
been sympathetic to Geneva, and in earlier days wished to 
forge new instruments of co-operation therewith. These 
hopes vanished in Ethiopia. But there is still an awareness 
of Geneva’s problems, and closer co-operation with Great 
Britain than with any other Power. 

Practical evidence of American willingness to co-operate 
was given in the Anglo-Franco-American currency agree- 
ment, which may blossom into a really stabilizing factor. 
With President Roosevelt in direct control, the State 
Department acted with great coolness and circumspection 
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when bombs were dropped at the U.S. destroyer Kane, in 
Spanish waters during the early stages of the civil war. 
In the face of what might have become a highly provocative 
situation, the ablest and most alert diplomacy was followed. 
In conjunction with British diplomatic and military forces, 
Americans were evacuated from Spain. While the naval 
limitation structure has gradually dropped to pieces—with 
the end coming on December 31 of this year—close contact 
has been maintained between Washington and London, 
and nothing has been permitted to irritate relations with 
Tokyo. 


III. Bustness AND PoLiTIcs 


HOUGH the shadow of the elections hung over the 
American scene, business has been going ahead in 
most surprising fashion. Half a dozen major industries 
ate breaking all previous sales and production records, and 
virtually all important trade indexes are approaching 
rapidly the 1929 level. The sober New York Times 
insists that “business is launched on an upward surge 
which is expected to surpass all previous peaks”. The 
full importance of what is happening to business has been 
somewhat obscured by the elections. Yet the fact is that 
demand has produced actual shortages in numerous lines, 
that an exceptional holiday trade has swamped manu- 
facturers, that industrial buyers have to beg producers of 
raw materials for immediate shipments. Cotton goods, 
leather, shoes, paper, rayon, and several other lines have 
broken all previous records, while chain and mail-order 
houses are producing new sales peaks weekly. Despite 
the prospective re-election of President Roosevelt (when 
these statistics were computed) leading authorities can be 
quoted in numbers to the effect that “business is good, 
is due to make further gains, and there is nothing in the 
offing which would cause a set-back ”. 
This state of affairs doubtless had much to do with the 
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outcome of the election itself. While business men were 
predominantly supporting the Landon candidacy, in the 
hope that it, too, would mean a continued boom, they 
had nothing really tangible to fear from a New Deal the 
final months of which were so flourishing. 

The disquieting factor was that behind such an appearance 
of prosperity the grim fact of unemployment continued, 
still near the American Federation of Labor estimate of 
11,000,000 workers. Perhaps as many as 20,000,000 
persons are still directly or indirectly dependent on govern- 
mental relief. ‘These unemployed are the misfits, largely, 
who had in previous boom years clung to the fringes of 
the economic chariot and been carried on by sheer 
momentum. Now, despite the sharp shortages of skilled 
labor in many localities, these misfit unemployed cannot 
find much work to do, and prefer to depend upon the 
government bounty. 

The farmers, too, are enjoying high prices, and even in 
the drought-hit sectors most of them have something in 
the way of crops to market, or if not they can obtain loans 
in expectation of a good year ahead. Wheat planting in 
areas hard-hit last year now exceeds all earlier planting, 
with wide acreages of drought-burned corn (maize) now 
green with the first shoots of winter wheat. This points 
to a probable surplus next year, and possibly severe trouble 
for the Administration in its efforts to keep up the price. 

Labor storms are still looming, but except in the maritime 
strikes have not erupted in serious form. Indeed, it is 
noteworthy that in a period of rising production and 
bustling business activity more strikes have not broken 
out. They have been expected for two yeats now, but 
have been deferred. The long-pending organization of 
the steel workers is still up inthe air. The CIO (Committee 
for Industrial Unionization) has hurled most of its forces 
into the re-election of President Roosevelt. Now it can 
turn to its real program of industrial unions, with a political 


program and a possible political party ahead in 1940. The 
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assistance of organized labor was of real help to President 
Roosevelt in the campaign, and trade unions contributed 
generously to New Deal party funds. 

Of great practical political service, too, was the negro 
vote. Negroes settled in the industrial states of the north 
—they are practically disfranchised in the south—became 
this year a political factor for the first time. Hitherto 
their vote had gone largely to the Republicans, because of 
gtatitude for emancipation and the fact that the south, 
where the negro still suffers under many social, economic, 
and political bonds, is solidly Democratic. But President 
Roosevelt made real inroads into the negro vote, largely 
because relief money has been liberally disbursed to the 
colored population. The glamorous appeal of this spec- 
tacular President was nowhere more effective. 

There has seldom been a more intense political campaign 
in American history, seldom in recent years one in which 
such feeling was stirred, and never one in which class lines 
were so sharply drawn. This last fact, deeply regretted 
by most American political philosophers, may presage 
stormy days ahead for the republic; days that will see the 
emergence of a political labor movement, of a more 
militant farm movement, the reshuffling of the old political 
parties with their meaningless labels and shadowy lines of 
distinction, The class issue was used by both sides in 
this election, President Roosevelt inveighing against 
“economic royalists” and “ princes of privilege”, while 
the Republicans cried: ‘‘ Look at Spain and vote like 
Maine” (which went Republican in September). 

Despite the gravely foreboding symptoms of coming 
class struggle which existed beneath the surface of the 
election, despite the emotions that were aroused, it is 
accurate to conclude that the grim economic bitterness and 
despair of the 1932 election were absent this time. In 1932, 
this correspondent heard mobs jeer and boo at President 
Hoover, and it was a blood-curdling sound. In 1936, he 
heard knots of men jeer and boo at Governor Landon, 
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but they were not in earnest. They were ragging him, 
not raging athim. Relief payments, government spending, 
business activity, better farm prices, have all poured their 
unctuous fluid over the irritated working classes. In 
Wall Street—where President Roosevelt rashly ventured 
during his campaigning—the bitterness remains, and real 
jeers at the President floated down that dark, windswept 
chasm as his car swept along the street. But how long these 
jeers will persist, in the face of the business statistics, is 
open to conjecture. 


The United States of America, 
November 3, 1936. 





PALESTINE: THE COMMISSION’S 
TASK 


Editorial Note 


N October 12 the Arab strike in Palestine, which 

had begun on April 9, was brought to an end, after 
the Arab Higher Committee had accepted an appeal by 
the rulers of neighbouring Arab States to maintain tran- 
quillity, “ relying upon the good intentions of our friend 
the British Government and its declared desire to realise 
justice”. Plans were forthwith laid for the immediate 
visit to Palestine of the Royal Commission appointed in 
July to investigate (once order should have been restored) 
the cause of the disturbances and the whole working of 
the Mandate. At the invitation of THE Rounp TABLE, a 
resident in Palestine who has given special study to the 
problem of Jewish immigration has written an article on 
this and other critical aspects of the Commission’s task. 
While the views that he expresses are not necessarily those 
of THE Rounp Tasie, we believe that they deserve the 
most careful consideration, along with the facts on which 
they are based, by His Majesty’s Government and by the 
Royal Commission. ‘The latter’s exact terms of reference 
are : 


To ascertain the underlying causes of the disturbances which 
broke out in Palestine in the middle of April ; to inquire into the 
manner in which the Mandate for Palestine is being implemented 
in relation to the obligations of the Mandatory towards the Arabs 
and the Jews respectively; and to ascertain whether, upon a 
proper construction of the terms of the Mandate, either the Arabs 
ort the Jews have any legitimate grievances on account of the wa 
in which the Mandate has been, or is being, implemented; and, 
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if the Commission is satisfied that any such grievances ate well- 
founded, to make representations for their removal and for the 
prevention of their recurrence. 


Within these terms of reference, it is clear that the Royal 
Commission will not be at liberty to recommend any going 
back on the Mandate itself, even if that should be desirable. 
Hence this article likewise has been written on the assump- 
tion that the Mandate stands in its entirety, and that any 
immediate solution must be found within its limits. 


I. THe NationaAL Home 


HE articles of the Palestine Mandate contain no 

definition of what is meant by a National Home. 
Article 2 does indeed speak of the “ national home as laid 
down in the preamble”; on referring to the preamble, 
however, we find no definition, but only a proviso that 
“nothing should be done which might prejudice the 
civil and religious rights of existing non-Jewish com- 
munities in Palestine, or the rights and political status 
enjoyed by Jews in any other country ”. We are therefore 
led to deduce the nature of the intended National Home 
from the articles themselves. From these we understand 
that a Jewish Agency is to be recognised, representative of 
all those Jews who are willing to assist in the establishment 
or reconstitution of the national home, in order to advise 
the Mandatory in social, economic and other matters and 
to assist in developing the country. Subject to the proviso 
that “the rights and position of other sections of the 
population are not prejudiced ”, Jewish immigration is to 
be facilitated under suitable conditions, close settlement 
of Jews is to be encouraged on the land, and an appropriate 
land system introduced. Hebrew is to be recognised as 
the third of three official languages. The Mandatory may, 
under certain conditions, arrange with the Jewish Agency 
to operate public utility services and to develop the natural 
resources of the country. A Palestinian nationality is to 

80 





THE NATIONAL HOME 


be established, and Jews who take up permanent residence 
shall be enabled to acquire it. These are the only positive 
injunctions of the Mandate which give an indication of 
the nature of the National Home to be established. There 
is no suggestion that a Jewish majority is essential or 
desirable; there is no suggestion that Jewish immigration 
should be limited only by the “ economic absorptive 
capacity ” of the country, to the exclusion of other con- 
siderations, or that Jewish difficulties abroad should be 
considered a reason for facilitating a greater immigration 
into Palestine than would otherwise have been considered 
desirable. 

The proviso that “nothing should be done which 
might prejudice the rights and political status enjoyed by 
Jews in any other country” is believed to have been 
inserted at the suggestion of the late Mr. Montagu, an anti- 
Zionist Jew, at that time in charge of the India Office, in 
order that the National Home should not be developed in 
such a way as to create difficulties for Jews living outside 
Palestine. 

The preamble states that the purpose of the Mandate is 
to give effect to the provisions of Article 22 of the 
Covenant of the League of Nations. This implies that the 
Mandate is a temporary trusteeship, enabling a community 
which had previously formed part of the Turkish Empire to 
fit itself for complete national independence. 

The present crisis in Palestine has centred on the question 
of the degree of immigration which is to be facilitated. 
Before considering figures, it will be useful to form some 
idea of the area of the country, its natural resources and 
the existing density of population. Palestine, excluding 
what is entirely desert, is approximately the same size as 
Wales; much of it is mountainous, stony and barren. 
Part of the coastal plain has proved very suitable for the 
cultivation of the “ Jaffa” orange, of which some 6,000,000 
boxes are now exported annually. It is thought that there 
may be a considerable future for the export of salts extracted 
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from the waters of the Dead Sea. Apart from this, it does 
not appear that Palestine possesses any great natural 
resoutces, beyond the ability to attract a considerable 
number of tourists, as a land holy to three religions. 

To return to the comparison with Wales: Palestine has 
a population of 1,300,000; Wales one of 2,200,000. One 
half of the Welsh population, however, is contained in one 
county, Glamorganshire, and at least 900,000 persons are 
dependent on the coal and iron industries based on the 
natural resources of that county. If we were to deduct this 
900,000 from the total, we should find that the density of 
population would be almost exactly equal to that of 
Palestine. It is therefore an error to think of the latter 
as an empty land. 


II. JEwisH IMMIGRATION 


HE figures of legalised Jewish immigration into 
Palestine since the war are as follows: 


1920 . ; : 55514 1928. ‘ ‘ 2,178 
1921 . ‘ - 9,149 1929. , . 55249 
1922 5 : : 7,844 1930. ‘ ? 4,944 
1923 ; : < Woaee 193I . ; - 4,075 
ae : . 12,856 oeee- | s . - Bass 


1925 . . - 33,801 1933. . - 30,327 
1926 ; : . 13,081 1934 . ; - 42,359 
. a ; . a 1935. ‘ . 61,854 

The immigration of 1935 corresponds, in proportion to 
the total population, to an immigration into England of 
2,000,000 people in one year. Since Mr. Ramsay Mac- 
Donald addressed his letter in 1931 to Dr. Weizmann, 
immigration has been regulated according to the Govern- 
ment’s interpretation of the expression “the economic 
absorptive capacity of the country”. This means in 
practice that immigration is limited ultimately only by the 
quantity of money which the Zionist Agency or individual 
Jews are prepared to invest in Palestine. There is no limit 


at all upon the numbers of immigrants who may enter, 
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provided that they possess a certain capital sum. The 
Zionists maintain that it is against the intention of the 
Mandate that Zionist money invested in Palestine should 
employ other than Jewish labour. The Government 
therefore issues labour schedules to admit a quantity of 
Jewish labour * corresponding to the sums invested in 
industry and to the quantity of labour required to build 
houses and so on for the capitalist immigrants, having first 
assured itself that there is no very great Jewish unemploy- 
ment at the moment. At the end of 1935, however, there 
were over 6,000 officially admitted Jewish unemployed, 
besides many working half-time; while the Administration 
professed ignorance of the numbers of Arab unemployed. 
These were the conditions that immediately preceded the 
outbreak of 1936. 

If the amount of money invested in Palestine by Zionists 
was determined by normal economic motives, the non- 
Jewish sections of the population might not have objected 
to this method of fixing the numbers of immigrants; it is, 
however, obvious that sentimental, political and other 
motives play so great a part in this that governmental 
regard for the “economic absorptive capacity of the 
country,” as thus defined, is a doubtful protection against 
uneconomic immigration. 

Owing to the Zionist policy of employing Jewish labour 
only, Tel Aviv, with a population of 130,000 Jews, contains 
practically no Gentile inhabitants. It is indeed alleged that 
the only non-Jewish labourers or shopkeepers who gain a 
livelihood in the city are a few Armenians, and that they 
are able to do so only by pretending to be Jews. The 
contrast, in this respect, with Casablanca in Morocco, a 
city of approximately the same size, developed by colonising 
effort in approximately the same time, is striking. In 
Casablanca more than half the inhabitants are natives of the 
country. The policy of excluding non-Jewish labour and 


* Both the capitalists and the labourers admitted are entitled to 
introduce dependants. 
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of buying exclusively from Jewish tradesmen has given 
not only Arabs but also Armenians, Greeks and the other 
non-Jewish communities in Palestine the conviction that 
wherever the Zionist gains complete control no non-Jew 
will be able to live. Arabs are at present employed by 
Jews in considerable numbers outside Tel Aviv, but this 
is admittedly because Zionist policy has not yet gained 
complete control in such districts. 

The immigration of the last three years is alleged by 
the non-Jewish communities to be out of all proportion to 
the economic resources of the country, as it certainly is 
to its powers of social assimilation. If the flow of immi- 
grants and capital were to be interrupted, even temporarily, 
it is maintained that a very serious economic crisis would 
result, from which all Palestine would suffer severely, 
while the longer the flow is maintained the more severe 
will be the crisis when it does come. 

The Zionist reply has been expressed tersely in the 
phrase that “ Haifa can be made the Birmingham of the 
Near East” and Palestine “a little oriental Belgium ”. 
By this, it is meant that Palestine can be turned into a 
highly industrialised country, possessing towns of 750,000 
or more inhabitants and a total population of not less than 
5,000,000. Palestine would thus become one of the most 
densely inhabited countries of the world, rivalling Belgium 
in this respect. When we hear ideas such as these seriously 
maintained, we can only recall that the Jewish people, 
throughout the ages, have always been a people of a Mes- 
sianic hope. Their fervid imagination has again and again 
led them to expect a miraculous deliverance, and their 
inability to distinguish the true Messiah from the false has 
before now involved them in disaster, as at the time of 
the rebellion of Bar Cochba. 

For what are the essential conditions for a great indus- 
trial expansion? An abundant supply of cheap labour, a 
large and friendly market, complete economic control of 
the producing area, peace at home and an abundant supply 
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of raw materials. The lack of some of these advantages 
may be made up by others, but in Palestine all are lacking. 
Jewish labour is very much more expensive than that of 
the neighbouring countries, and is controlled by a powerful 
trade organisation. There certainly is a possibility of 
greatly expanding markets in the countries adjoining 
Palestine; these, however, are cut off from it politically 
and economically, are hostile to Jewish development and 
inclined to boycott Jewish goods altogether. They are 
also anxious to develop industrially themselves, and are in 
a favourable position to do so. At the present time, for 
example, the export of manufactured goods from Syria 
to Palestine is nearly five times as great as that from Palestine 
to Syria. Peace at home is uncertain; Jewish economy 
must reckon with a large population at the best indifferent, 
at the worst actively hostile. The ceatrol of economic 
development in Palestine is not, and cannot be, entirely in 
Jewish hands. There are practically no raw materials. 
The only sphere in which there seems a chance of sub- 
stantial development is in the shipping industry, which has 
recently made a humble beginning, and for which Syria, 
it not Palestine, was famous in antiquity. There is also 
the growing importance of Haifa as a port of transit; but 
here, too, Arab nationalism, if hostile to Zionism, may 
prefer to divert trade through the Arab port of Beyrout. 

The Zionist replies to such objections with the state- 
ment that it is men, and not material conditions, that 
count, and gives as an example the Jewish diamond-cutting 
industry of Amsterdam. It is no doubt true that a number 
of minor industries, importing raw materials of small bulk 
compared with their value, can be established successfully 
in Palestine by Jewish enthusiasm, capital and technical 
skill, An example is indeed already present in the suc- 
cessful export of artificial teeth. A few minor exports, 
however, cannot be expected to support a population of 
the density of that of Belgium. The statistics of imports 
and exports for the last few years are striking in this respect. 
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(000’s omitted) 
193% 1932 1933 1934 1935 
£ £ £ £ £ 


Exports including 
citrus . . B,57e a58x - egt «4007 . 2s 

Imports for con- 
sumption . : 

Exports of locally 
manufactured 


goods . . 364 435 406 404 478 


5.940 7,768 11,123 15,152 17,740 


Thus, while the Jewish population has doubled, and imports 
have trebled, exports of locally manufactured articles have 
only increased by about 30 per cent. Nor has the impo- 
sition of substantial protective tariffs availed to prevent the 
repeated collapse of industrial enterprises. 


lil. LAND AND OTHER PROBLEMS 


T is evident that those who drafted the Mandate sup- 

posed that there was a great deal of spare land available 
in Palestine which the capital and technical skill of the 
Zionists could render available for Jewish settlement 
without prejudice to the Arab agricultural community. 
The reports of several expert investigators suggest that 
the quantity of such land was seriously over-estimated, 
just as the density of the existing population was under- 
estimated. At the present time, when the Jews have been 
settled in a large portion of the coastal plain and in the 
plain of Esdraelon, the only area offering a prospect of 
immediate development is the marsh land in the Lake 
Huleh district, already entrusted to the Jewish Agency. 
The Jordan Valley area presents great difficulties of various 
kinds, while the Beersheba district is not practicable, unless 
water can be found in sufficient quantities, a condition that 
still remains to be satisfied. In the non-irrigable hill 
districts it must be years before the fe//abin can learn to 
improve their cultivation sufficiently to make any space 
available for immigrants. 
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The consequences of these facts are apt to be obscured 
because the labour schedules for immigration show large 
numbers of persons as proceeding to work on the land 
(in 1935, some 3,800). Some of these are absorbed in the 
older settlements, which in some cases are becoming 
industrialised; others take the place of Jewish agricultural 
workers who have left for the cities. The great immigra- 
tion of 1933 to 1935, for instance, drew many workers from 
the land owing to the high wages offered in the building 
trade. Some replace Arab labour in the orange orchards. 
The Jewish immigrant labour, insistently offered to Jewish 
farmers at Rehovoth and elsewhere by the Jewish Labour 
Organisation, has proved unsatisfactory, both on account 
of the extreme socialist views of many of the immigrants 
and on account of their lack of agricultural instinct. The 
Jewish Farmers’ Federation has therefore recently made 
efforts to find Jewish agricultural labourers from abroad. 
The experiment is said to be proving fairly successful, but 
it seems doubtful whether the Mandate intended to promote 
close settlement in Palestine in order to introduce Jewish 
immigrants who were already on the land in their country 
of origin. 

The possibility of Jewish agricultural settlement would 
be far greater if Transjordan were also available. Any 
such possibility would seem to be dependent on a settle- 
ment of the Arab—Jewish problem in Palestine in a manner 
acceptable to Arab opinion. 

The Jewish immigrants are very diverse in type and 
culture. The majority come from Poland, and Polish 
Jews form about half the total Jewish population. The 
intellectual leaders are often of Russian origin (Sokolov, 
Bialik, Shmaryah Levin and others). The needy, cheerful, 
half-Arabised Yemenis form the majority of the bootblacks 
and newspaper sellers, and Yemenite women are often 
employed as domestic servants. In the last few years 
there has been an influx of German Jews (8,000 in 1935, 
neatly one-seventh of the total immigration for the year). 
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Their assimilation with the existing Jewish community 
has presented certain difficulties. They are generally of 
superior education and manners, and are more disposed 
to take a sympathetic attitude towards the Arabs. As a 
whole they have not come to Palestine either out of a 
romantic attachment to the land or out of a desire to create 
a Hebrew culture, but simply to escape from conditions 
in Germany. In general, however, the Jewish immigrants 
_arrive with the determination to create a Jewish homeland, 
Hebrew in language, and not with the least idea of co- 
operating with Arabs in building up a common fatherland. 
As a highly-educated Arab expressed it, “ When Zionists 
ask us to co-operate with them, for example, in the Hebrew 
University, they mean that we should pay the fees and 
study in Hebrew, just as an English student might pay his 
fees and study in any foreign university ”. 

Nor, for that matter, is the Arab interested in a joint 
culture; he is looking forward to a revived Arab civilisa- 
tion whose sphere of influence will extend from Baghdad 
to the Atlantic. Politically the young Palestinian is turning 
more and more towards "Iraq. The powerful figure of 
Ibn Saud also has its attraction, in spite of the backward 
condition of his realm. 

There is no definite injunction in the Mandate to 
encourage the growth of a joint Palestinian sentiment, nor 
has the Administration made any serious effort to do so. 
The Hebrew and Arab educational systems are totally 
distinct, and, to take another example, while the British 
flag is flown and there exists a Zionist flag, there is no 
specifically Palestinian flag. If it was desired to take 
measures to produce a joint Palestinian sentiment, it would 
be necessary to train a select body of officials with a special 
knowledge of Jewish and Arab culture and affairs, and 
to give the Palestinian Arab such undeniable educational, 
economic and other advantages over his fellow Arabs in 
Syria and "Iraq as to compensate him for his political 
separation from them. 
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Article 2 of the Mandate makes the Mandatory respon- 
sible for putting the country under such conditions as will 
secure the establishment of the Jewish national home. At 
the same time it makes him responsible for seeing that 
these conditions are such as to secure the development of 
self-governing institutions. ‘The non-Jewish communities 
of Palestine, seeing that after 13 years the country is still 
without self-governing institutions such as even Trans- 
jordan possesses, claim that the Mandatory has unduly 
emphasised one of the responsibilities laid on him in 
Article 2, to the detriment of the other. Jewish opposition 
to the very emasculated Legislative Assembly recently 
proposed by His Majesty’s Government is regarded by 
them as proof that the Zionists are determined that there 
shall be no sort of Parliament in Palestine until they them- 
selves are in a position to control its policy. 


IV. CoNncLusion 
, eens Sagpige has recently been officially regulated 


according to “the economic absorptive capacity of the 
country”. As Zionist policy has not been determined 
ptimarily by economic considerations but by the desire to 
establish the maximum number of Jews in Palestine in 
the shortest possible time, immigration has in fact been 
limited only by the amount of funds at Zionist disposal, 
the labour schedule being somewhat reduced by the 
Administration in order to obviate immediate unemploy- 
ment and, it is alleged, somewhat increased in response to 
Jewish difficulties abroad. The Zionist organisation has 
been able to direct to Palestine the enormous sums neces- 
sary, by inculcating the belief that the country is capable 
of tremendous industrial development and can become 
virtually a Jewish State, though containing an Arab 
element, mainly settled in Transjordan, which would be 
admitted to political parity. This belief is based on the 
theory that by acquiring at least equal political rights with 
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the Arabs, combined with a substantial numerical majority 
and an overwhelming economic, industrial and financial 
superiority, it would be possible to control Palestine com- 
pletely, force an entrance into Transjordan, and perhaps 
elsewhere, and so acquire a sufficient territorial basis for 
an otherwise very top-heavy structure. Zionist activity is 
exclusively directed to the development of Hebrew civil- 
isation, and any benefits to the non-Jewish population, such 
as those derived from the greatly increased wealth of the 
State as a whole, are purely incidental. If the Jewish 
leaders and masses were ever to be convinced that their 
project could not thus be realised, either because of the 
strength of Arab opposition, or because of the refusal of 
the Mandatory to admit such an interpretation of the 
Mandate, or because of the pressure of economic realities, 
it is reasonable to suppose that funds would no longer be 
available in such quantities and that immigration would 
automatically drop to manageable proportions. 

That such an interpretation of the Mandate is in fact 
inadmissible would seem to be indicated by Article 6. 
This definitely makes immigration contingent on the 
condition that no prejudice be done to “ the rights and 
position of other sections of the population ”. 

Moreover the measures taken by the Mandatory Power 
to override Arab opposition to immigration, which is 
limited only by the “ economic absorptive capacity of the 
country,” have aroused such feeling in "Iraq as to result 
in the murder of Jews in Baghdad and the publication by 
the Grand Rabbi of a manifesto publicly dissociating 
himself and the 100,000 Jews of "Iraq from any sympathy 
with Zionism. It may thus be argued that the Mandatory 
has wrongly interpreted the Mandate, in that it has failed 
to observe the proviso in the preamble that “ nothing 
should be done which might prejudice the rights and 
political status enjoyed by Jews in any other country ”. 

It would therefore seem desirable to abandon the very 
equivocal phrase “ economic absorptive capacity ” and to 
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return to the statement * of the first High Commissioner, 
Sir Herbert Samuel, in which he defined the Balfour 
Declaration as meaning that 


the Jews, a people who are scattered throughout the world, but 
whose hearts are always turned to Palestine, should be enabled to 
found here their home and that some of them, within the limits 
that are fixed by the numbers and interests of the present popula- 
tion, should come to Palestine in ordet to help by their resources 
and efforts to develop the country, to the advantage of all its 
inhabitants. 


To give effect to this principle, it would probably be 
advisable to take up Mr. Churchill’s suggestion in the 
White Paper of 1922 and entrust the discussion of immigra- 
tion to a “ board which would be representative of Pales- 
tinians of all classes. In the event of irreconcilable 
differences of opinion arising, the points at issue would 
be referred to His Majesty’s Government for decision”. 
Such a board would of course be able to take into con- 
sideration the natural increase of the population (24,000 
a year Arab, 7,000 a year Jewish) and the difficulties of 
Jews abroad, as well as the immemorial practice of such 
Arabs as labourers from the Hauran, domestic servants 
from Egypt, "Iraqi silversmiths, professional men and so 
forth, of seeking employment in neighbouring Arab lands 
wherever conditions are favourable. 

Without attempting to forecast the conclusions that 
such a board might reach, we may note that an immigra- 
tion of, say, 8,000 Jews in any one year (economic and 
general conditions being favourable) would result in an 
annual increase in the population of about 39,000, and 
that in 25 years the population would total something 
Over 2,200,000. This would be just about the population 
of Wales, Jewish money and intelligence taking the place 
of Welsh natural resources in coal and iron. The propor- 
tion of Arab to Jewish population would then be 
approximately 15 : 7. 

* June 3, 1921. 
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If agreement can be arrived at on the question of immigra- 
tion, that of land sales should not be insoluble. The 
Survey of Palestine is nearing completion, the reports of 
the experts are available and the problem is reduced to 
getting agreement as to the method least inconvenient to 
both Jews and Arabs of preventing the displacement of 
Arabs from the land by the uneconomic prices offered to 
landowners by Jewish interests. The reservation of definite 
areas for Arab and Jewish cultivation, and the securing to 
tenants of a “ /ot viable”, are possible alternatives. The 
Jewish Agency itself does not deny that some legislation 
is necessary, but it wishes it to be such as not to hinder 
“legitimate development ”. 

The settlement of these two questions should remove 
the main causes of friction between the two communities, 
and there should then be comparatively little difficulty in 
the establishment of some form of Legislative Council, 
whether chosen on a territorial, communal or corporative 
basis, or as a function of separate Jewish and Arab agencies. 
The Arabs have long become accustomed to Jewish cul- 
tural autonomy, and if Zionist activity were once recognised 
to be directed for the benefit of all Palestinians, and not 
primarily for the benefit of one section of the population 
only, there would be no reason to anticipate any serious 
new difficulties arising. 

With regard to Jewish grievances, the Commission may 
be expected to find that while there may have been many 
errors, such as the delay in building roads in the coastal 
plain, a routine outlook and lack of imagination in officials 
and so forth, the provisions of the Mandate have in the 
main been carried out. The Jewish Agency has been 
recognised and duly consulted. It has co-operated in the 
development of the country. Immigration has been 
facilitated. Hebrew has been recognised as an official 
language. Jewish settlement on the land has been, and 
is being, encouraged as far as circumstances permit. Various 
important concessions have been granted to Jewish 
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interests. Jews who are permanently resident have been 
enabled to take up Palestinian nationality. A new land 
system is being introduced. In short, “a national home 
for the Jewish people”, as defined in the Mandate, exists 
in Palestine. 

What then were the underlying causes of the recent 
disturbances ? It seems probable that the Royal Com- 
mission will find that the outbreak was due to Arab 
resentment that had its origin partly in the non-fulfilment 
of national aspirations, which were encouraged by Allied 
promises and proclamations during the war of 1914-1918, 
and partly in the fear of becoming the less significant 
partner in a predominantly Jewish State. The latter fear 
is intimately connected with the question of Jewish immi- 
gration, and until there is a definite settlement on this point 
it is unlikely that Arab opposition to the National Home 
will be greatly modified. If, on the other hand, the policy 
adopted by His Majesty’s Government, after considering the 
recommendations of the Royal Commission, should result 
in a settlement satisfactory to Arab sentiment, there seems 
reasonable ground for believing that some of the neigh- 
bouring Arab lands might be glad to profit by a measure 
of Jewish capital and labour in the development of their 
own economy and agriculture. 

It may not be out of place here to point out that the 
problem of the Palestine Mandate is of international 
importance, affecting as it does Jews of all countries and 
involving also the relations of the Mandatory Power with 
other Arab lands, as well as with many millions of its 
own Mohammedan subjects. It might therefore be worth 
considering whether the administration should not be 
transferred to the Foreign Office. 

In the meanwhile, it would certainly be advisable to 
explore every possibility of Jewish immigration into other 
lands. In the case of prospective immigrants into Pales- 
tine, it would be well that the point of view of the Man- 
datory Power concerning the possibilities of development 
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in Palestine, the existing political and social conditions, 
and the attitude that the Administration expects immigrants 
to observe with regard to the non-Jewish sections of the 
population, should be made perfectly clear before 
permission to immigrate is granted. 


Palestine, 
November, 1936. 





FROM AGADIR TO NUREMBERG 


“ DRITAIN, France and Germany ” was the title of a 

remarkable article that appeared in THE RouND TABLE 
for December 1911, less than three years before the out- 
break of the world war, and just a generation ago. The 
occasion was the Agadir incident of the previous July, 
followed, as it had been, by Great Britain’s sharp and 
successful challenge to German diplomacy. To-day, the 
Spanish civil war has raised once more the problem of the 
control of Morocco, out of which those dangerous happen- 
ings arose; it is as true now as it was in 1911 that “the 
ownership of the soil across the straits of Gibraltar and 
commanding the entry to the Mediterranean is a matter 
vitally affecting the sea power of England”. The arma- 
ments race, the general international tension, enforce the 
resemblance with the past. It is therefore of far more than 
historical interest to re-read those pages and re-value their 
judgments in the light of what we know to have followed. 


I, THe Past 


HE Agadir incident, declared the article of 1911, grew 

into a European crisis because it happened to focus in a 
single dispute two almost distinct international quarrels. 
In one aspect it was an episode in that contest over the 
partition of Africa which for twenty years had embittered 
the relations of European Powers. In another it was an 
incidentin the silent conflict between England and Germany. 
The article went on to summarise the history of African 
partition and the Moroccan question. Germany, having 
been left behind in the colonial scramble of the nineteenth 
century, had been pressing France for “‘ compensation ” in 
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return for the recognition of French rights in Morocco, 
and had hoped to be allotted the French Congo, as the 
key to a central African Empire. The despatch of the 
Panther to Agadir was a “shot across the bows”, an 
intimation that France must parley or fight. Then came 
Mr. Lloyd George’s famous speech threatening to go to 
war tather than submit to the “ humiliation” of seeing 
Great Britain’s vital rights and interests ignored. By the 
end of the month, every man in the naval and military 
forces of Great Britain, France and Germany had been 
warned for active service. In the writer’s view, however, 
there had never been any urgent likelihood of European 
war. Germany had been forced to climb down and to 
moderate her demands in Africa. 

The explanation of this sudden change, said the article, 
could be found only in the second international problem 
involved at Agadir, the rivalry of Germany and England. 
After the forceful union of their country under Bismarck, 
the Germans had aspired to play the same part in the out- 
side world as they had acted with such success in Europe. 
Their ambitions, sound in moderation, had become over- 
inflated, till they challenged the very existence of the 
British Empire. The response had been a great increase 
of the British fleet and the creation of the “rip/ entente, 
which was anti-German in the sense that it was meant to 
guarantee that none of the parties should be mulcted by 
the “‘ merciless diplomacy of Germany ”. 

To the Germans, there was much of hypocrisy in the 
British attitude. Great Britain’s policy, in their eyes, had 
been for centuries to repress by force or diplomacy the 
second strongest world Power; nor were her people ever 
lacking for moral principles to justify to themselves their 
selfish imperialism. The Lloyd George speech was a fresh 
sample of Britain’s insatiable jealousy; for she was nothing 
but an outsider in the Moroccan negotiations. On the 
other hand, in British eyes the Agadir incident had been a 


calculated attempt to break up the ententfe with France. 
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The fundamental need of Germany, declared the article, 
was expansion. She was a young, vigorous, and rapidly 
growing Power. She must provide for the future of her 
growing population and of the industries that supported 
them. The best German opinion was strongly averse to 
further territorial expansion on the Continent. Germany 
could not afford to include any more non-German irre- 
dentist elements within her borders. Denmark, Holland, 
even the eleven million Germans in western Austria, were 
more use to Germany as they were—insulating cushions 
to absorb the shock of her contact with Russia and England. 
As for the acquisition of territory beyond Europe, fit for 
white settlement, thoughtful Germans realised not only 
that all suitable parts of the world were already held by 
the British Empire or independent Powers, but also that 
every one of them was peopled by a white community who 
would fight to the death rather than accept the German 
flag. In any case, would it not be better for Germany, 
if she could, to keep her population at home, building up a 
state that would grow stronger year by year and would 
thus acquire an even greater influence in the world, at the 
expense of Powers that had dissipated their energy and 
their population in illusory dreams of empite ? 

If, then, Germany was to provide for the natural increase 
of her population at home, she must find ever-increasing 
matkets abroad. This, rather than territorial expansion, 
was her “fundamental national need”. There were 
limits, as she had discovered, to the expansion of her 
markets in countries as industrialised as herself, especially 
when they, too, adopted highly protective tariffs. Hence 
Germany had been paying increasing attention to new 
markets like China, India and Africa. She stood firmly for 
the commercial Open Door in such countries. But she 
had no guarantee that this vital interest of hers would be 
preserved in the future. Hence “ either she must acquire 
dependencies of such extent that they will compensate her 
for exclusion from the dependencies of other Powers, 
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ot she must have adequate assurances that the vast markets 
of Africa and Asia will not be closed to her people.” 
Germany would unquestionably prefer to possess dependen- 
cies of her own. Nevertheless, a large dependent empire 
was not vital to her. It was certainly not worth her while 
to go to war for the sake of dependencies of her own, if 
she could assure the Open Door to those of other empires. 
But in that case a strong navy became an imperative 
necessity for her future. 

The paramount interest of the British Empire, on the 
other hand, was not expansion but to keep what it had 
and to enjoy it in peace. England’s interests as a great 
commercial and manufacturing Power, broadly speaking, 
coincided with those of Germany. She also was in favour 
of the Open Door. It was her policy in her own 
dependencies, for political as well as economic reasons. 

It would be entirely inconsistent with her position as trustee for 
the subject peoples that England should manipulate the tariffs in 
India or the African dependencies for her private advantage. . . . 
She may well inaugurate a system of local protection if it proves to 
be beneficial to the development and civilisation of the people. 
But to restrict their trading with foreign Powets for the sake of 


British manufacturers would not only be unjust but would cut 
at the root of her Empire. 


The British Empire, however, had one distinct vital 
interest. Supremacy by sea was not only necessary to its 
peace and safety; it was the very condition of its existence. 
England need oppose Germany, then, only if Germany 
aimed at the supremacy of the sea in order that she might 
overshadow the Empire. 

The British people were feeling the effect of the sudden 
appearance of a new and powerful State. The tendency of 
the Englishman to ignore the other man’s point of view, 
indeed to believe that indefeasible right lay behind his 
own, was intensely galling to a young and aspiring people 
like the Germans. ‘The German people, on the other hand, 
had had a remarkable and deserved success in the past 
forty years, but their very achievements had turned their 
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heads, and caused them to set their ambitions impossibly 
high. Their history had also bred in them a belief in the 
value of force and its ruthless use by the state. Bismarck 
and his Prussian army had brought peace and unity where 
chaos and war and stagnation ruled before. Both at home 
and in their external relations, the Germans believed in 
the efficacy of force and authority to 2:: extent that was 
scarcely comprehensible to the Anglo-Saxon mind. That 
was why the Germans tolerated a government tyranny in 
repressing disorder and enforcing uniformity that would 
produce instant revolution in America or the British 
Empire. 

The constitutional and administrative system of Germany 
also tended to drive her into an aggressive yet unstable 
foreign policy. ‘There could be no wholesome changes of 
Government. Intrigue was inevitable, and since intrigue 
was inconsistent with a clear straightforward policy German 
diplomacy was notoriously shifty and untrustworthy. 
Moreover, since the Government could not alter it was 
blamed for everything that might go wrong. The more 
unpopular it grew at home the stronger was the bias in 
favour of recovering its prestige by glory abroad. 

In such circumstances, what else can Germans expect but to 
find their neighbours on the defensive ? . . . Germany’s position 
is not the product of British jealousy, but of her own aims and 
policy in the past. It is impossible to do business with a man 
who, wittingly or unwittingly, is threatening your life, whose 
methods you cannot trust, and'who enters your room brandishing 
a club. 

The essential preliminary to an improvement in Anglo- 
German relations was proof that the aims of Germany did 
not threaten the existence of the British Empire, and that 
it was no longer her policy to squeeze and cajole weaker 
Powers at the risk of plunging the world into war. Mean- 
while, we must remember that peace and our safety de- 
pended on our strength. However Anglo-German relations 
might be improved, England and Germany would remain 
separate Powers, whose interests from time to time would 
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conflict. Peace was preserved, ran the conclusion, not by 
that balance of power which impelled each side to think itself 
the stronger, nor by that excess of offensive strength which 
provoked ambition, but by that condition in which each 
people was certain only that it could defend itself. So 
long as it was impossible for Germany to defeat the British 
Empire by sea, and impossible for the British to conquer 
the Germans by land, nothing save madness could produce 
a duel between the two. 


II. THe PRESENT 


HOSE conditions of Anglo-German peace could not 
have been more fiercely and decisively tested; the 
British navy by sea, and the German army by land, re- 
mained unconquered through four-and-a-half years of war. 
Yet the madness prevailed. Why was the judgment of 
the article thus apparently disproved? Looking back, it 
seems that the writer went too far in isolating Anglo- 
German rivalry from the general international complex, 
and in appearing to set it above other direct potential 
causes of world war. In particular, too little attention was 
given to the motive force of Russo—German rivalry for 
diplomatic mastery of the Balkans and Turkey, and for the 
succession to political control in the break-up of the 
Turkish and Austro-Hungarian Empires. These and 
other causes inherent in the world situation of the day 
gave rise, in the years between 1911 and 1914, to ever 
tauter alliances, ever mightier armaments and ever deeper 
suspicion, till it needed only an assassin’s hand to set in 
motion the dreadful clockwork of the military time-table. 
The same international complex of armaments and 
alliances and suspicions is being repeated to-day. The 
German-Russian conflict remains, though its nature has 
altered; the rivalry of communism and fascism for the 
succession to liberal democracy has taken the place of the 
rivalry of Slav and Teuton for the succession to the empires 
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of eastern Europe. An earlier article in this issue * has 
already analysed the bearing of this international situation 
on the policies of the British Commonwealth nations. 
Hete we are concerned to examine separately the relations 
between Great Britain and Germany—this time, however, 
with the clear warning that they are but a subordinate part 
of a wider complex. 

First of all, let us note the essential points of difference, 
by comparison with the facts of 1911. The challenge of 
Germany is not expressed to-day in the form of naval 
rivalry. In that respect, world strategy has been entirely 
altered. On the one hand, the British Empire is no longer 
supreme on the oceans, but shares naval parity with the 
United States, and in the western Pacific takes second place 
to Japan. On the other hand, Germany, apart from her 
strength by land, has concentrated her armament revival on 
the air arm, and has signed a naval pact with Great Britain 
whose effect is to give her local security by sea without 
setting up a challenge to the world power of the British 
fleet. 

Other points of difference are to be found in the map of 
Europe. Germany, defeated in the war, lost large portions 
of her former European territory, as well as her colonies. 
The irredentism that was absent from her policy in 1911 
is a dominating force to-day. Expansion in Europe has 
been restored to a place of honour among her objectives. 
Again, the partition of the Austro-Hungarian Empire has 
created on the one hand a group of States characteristically 
opposed to German expansion, and on the other, along 
with discontented and revisionist Hungary, a small, 
poor, isolated, almost entirely German-speaking Austria. 
Beyond, the Russia of the tyrannous bureaucracy, the crumb- 
ling feudalism and the smouldering revolution has given 
way to a communist dictatorship, internally far stronger 
and more united than the Czarist empire, and externally 
feared for its faith in revolution and in the brotherhood of 


* See above, p. 3. 
Tor 





FROM AGADIR TO NUREMBERG 


the “ workers of the world”. But if the fear and enmity 
between Russia and Germany are to-day no less, a chain 
of buffer States has been set up between them, including 
the fourth largest Power of the cis-Russian continent. 

Mote profound than any of these changes is the fact that 
we ate to-day within twenty years of the greatest war the 
world has ever known. Implicit in the comments of 1911 
and in the diplomacy of that era was the assumption that 
wart sooner or later, somewhere or other, was inevitable— 
might even be regarded as a normal method of international 
adjustment. Our minds seem, indeed, to be slipping back 
into that attitude, but we have learnt meanwhile a terrible 
lesson. We know that the rewards of war for the victors 
are Dead Sea fruit. We know that the sacrifices and 
destruction of modern war are far more disastrous than 
even the most triumphant victories could repay. We had 
a sufficient foretaste of air bombardment of civil popula- 
tions, the use of poison gas, and other modern horrors, to 
realise that another world war would be still more terrible 
than the last, and might destroy the whole of our civilisa- 
tion. The people of the world have learnt to dread war 
as it was not dreaded in 1911. This fear, generally speak- 
ing, makes war less likely. On the other hand, it makes 
* collective security ” more difficult, by causing the peace- 
loving nations to view with distrust, and to implement with 
reluctance, any obligations they may enter into to rally to 
the defence of others. By the same token it has rendered 
more difficult the problem of Commonwealth co-operation 
for mutual defence. It has also made the way of mailed- 
fist diplomacy easier, by inclining the victims to draw 
back the frontier of concessions at which they will fight 
rather than give way. 

The lessons of the war came home to Germany more 
forcibly, perhaps, than to any other nation. In 1911, the 
German Empire, resplendent in “shining armour”, had 
never been defeated since the Bismarckian union. But 


when “ Der Tag” came the programme did not fall out 
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according to plan. In spite of the collapse of Russia, in 
spite of Germany’s ability to hold half the world at bay 
for over four years, in the end she collapsed, paying a 
terribly heavy price, not only in losses of men and material 
and territory, in such reparations as she paid, in the penal 
disqualifications of the peace treaties, but also in national 
ignominy, humiliation, and political disorder. If the 
Germany of Kaiser Wilhelm II. thought twice before 
daring the issue of war, the Germany of Adolf Hitler will 
think three times. 

Yet who dare say that the warnings of 1911 are in no 
degree valid to-day? To match the upzush of German 
nationalism, ambition and pride that foliowed the Prussian 
Confederation there is the far shorter but far more intense 
revivalism of the National Socialist movement. Scarcely 
a phrase would have to be changed in this key paragraph 
on Germany’s position to make it fit the pages of THE 
Rounp TABLE twenty-five years later : 


The real necessity she has been under to force her way to her 
propet place in the world has made her proceedings inevitably 
disturbing and inconvenient to other Powers. The exaggerated 
notions entertained by the Germanpeople of theit ownprowess and 
future has led them to ambitions which threatened the liberty and 
vital interests of their neighbours. Her system of government 
has increased this tendency and made her policy restless and 
untrustworthy. And, finally, the intense belief of the Germans, 
and especially of the Prussians who control Germany’s policy, in 
the use of force as the proper method of achieving their national 
ends, has produced a diplomacy which is a by-word throughout 
the world for violence and pride. 


The leopard has not changed his spots nor the Ethiopian 
his skin: the self-righteousness of the Englishman and the 
boastful militarism of the German remain their besetting 
sins. The British still prove their own interests to be 
moral virtues, and the Germans still tolerate “a pitiless 
government tyranny that would produce instant revolution 
in America or the British Empire ”. The constitutional and 
administrative system of Germany still tends to drive her 
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into an aggressive yet unstable foreign policy. The safety- 
valve of a change of Government is still jammed, and even 
passing unpopularity at home, now as a quarter-century 
ago, biasses the Government in favour of recovering its 
prestige by adventure abroad. “In such circumstances ”, 
as THE RounD TaBLE wrote in 1911, “what else can 
Germans expect but to find their neighbours on the 
defensive ? ” 

Still more important, from the point of view of the 
British Empire, is the fact that the fundamental interests 
of the Empire and Germany are unaltered. Germany 
needs markets for her manufactures in order to buy the 
food and raw materials she must have if her people are to 
live at a standard of life commensurate with their education, 
energy, technical ability and skill. The fierceness of Herr 
Hitler’s campaign for self-sufficiency is itself proof of her 
necessities. That campaign can never be fully successful, 
for physical reasons, and its partial success can be bought 
only at the expense of a tightening of the German belt 
which is bound to increase the political dangers. To-day, 
Germany’s need for markets is thwarted even more sharply 
than in 1911 by the protectionism of other countries and 
empires. Customs barriers have multiplied in Europe 
with the creation of new States and the growing rivalry of 
their nationalisms. India and China are following the 
British Dominions and other primary producing countries 
in setting up as manufacturers on their own, behind pro- 
tective tariffs. Japan is an aggressive competitor in all 
world markets. Russia, a great potential market for 
German wares, is politically estranged. Great Britain 
has abandoned free trade, and in a large part of her depen- 
dent empire no longer maintains the Open Door. These 
facts remain true whatever German policy may be, though 
it may fairly be argued that Germany’s economic, monetary 
and social policy has done nothing to relieve the pressure 
on her or 'to make it easier for her to keep or secure 
competitive markets. 
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As in 1911, so in 1936, Germany may turn either to 
Europe or to the outside world for the expansion she feels 
she requires. In Europe, while pursuing the maximum of 
self-sufficiency, she may seek by financial and_ political 
pressure to secure a sufficient zone of economic influence 
to satisfy her needs. Dr. Schacht’s recent tour of the 
Balkans may be regarded as a move in such a policy. Or, 
coupling her economic needs with her racial doctrine, she 
may aim at territorial expansion, or at least the servitude of 
vassal States, to give her economic security and political 
power. What other interpretation can be given to Hitler’s 
covetous phrases about the Ukraine? It is common 
ground among students of international affairs outside 
Germany that her leaders’ constant harping on the “ Slav 
and communist menace ”’ is intended to create an atmosphere 
in which she will be able to turn to her own advantage 
internal political dissension ‘and disorders in other 
countries. 

But what if German ambitions turn beyond Europe ? 
Here again, there are both peaceful and aggressive 
possibilities. The extension of German markets in Asia, 
in South America, even in the British Empire, may be a 
source of commercial anxiety for Great Britain and others 
of her trade rivals; it cannot be a cause of war. The 
policy of imperial preference in the dependent empire is 
indeed a legitimate grievance for Germany, and the political 
and economic arguments for the colonial Open Door, 
which are no less valid to-day than they were in 1911, are 
reinforced by the desirability, as a matter of world policy, 
of relieving the pressure on the empire-less countries by 
any safe means within our power. It is the opinion of 
Tue Rounp TABLE that to have abolished the principle of 
equal commercial opportunity for all nations in the colonial 
empire was a grave mistake, which ought to be reversed. 
Provided we do not ourselves pursue a selfish exclusionism 
in commercial and imperial policy, it remains as true as it 
was twenty-five years ago that the diplomatic and martial 
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power needed by Germany to maintain her world interests 
need not constitute a challenge to the British Empire. 


TI]. GERMANY AND COLONIES 


ERMANY, however, tempted by the illusion of 

political prestige as well as by her genuine economic 
needs, may seek world expansion in the pursuit of a de 
pendent empire of her own. It was the doctrine of Mein 
Kampf that Bismarck was right in his opposition to colonial- 
ism,* that Germany’s destiny lay in Europe, that the 
imperialist aspirations of the pre-war generation were mis- 
conceived, and would only lead Germany into a dangerous 
struggle with countries whose friendship she needed. But 
Hitler’s Nuremberg speech, with its vague though violent 
insistence on Germany’s colonial claims, seemed to imply 
a repudiation of that doctrine by its author himself. Since 
then, the course of events has been confusing to the outside 
public. Elaborate preparations had been made for the 
first annual congress of the Reich Colonial League, in 
which guise the old German Colonial Society has been 
absorbed into the official Nazi machine. Then suddenly, 
early in October, the congress was “ indefinitely post- 
poned ”, under orders from the Fuehrer’s deputy, an action 
that was not unnaturally interpreted abroad as reflecting 
second thoughts on colonial expansionism as an official 
doctrine. But the propaganda did not cease, and if the 
doctrine was indeed laid aside it was only for the moment. 
Late in October General Goering, in a speech on the 
four-year self-sufficiency plan, declared : 

Our colonies were stolen from us. We want to share in the 
world’s raw material sources, and we shall get them; 
and he went on to make a direct comparison between the 
pressure of population in Germany and that in England, 
with her great empire to relieve it. This was followed by 
a speech by Dr. Goebbels, in the course of which he said : 
* “Von Haus aus bin ich kein Kolonialmensch’’, he said in 1889. 
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If English newspapers reply to General Goering’s speech by 
saying that we can buy raw materials, then we must reply that 
that is an insolent and insulting argument. We will, of course, 
take up the fight against the world for our colonies. 


These provocative utterances caused the Foreign Secretary, 
through the Ambassador in Berlin, to draw the “ friendly 
attention” of the German Government to so serious a 
breach of international good manners and neighbourliness. 

In connection with colonies, a serious warning is to be 
drawn from the article of 1911 that is the text of these 
reflections. The author took it for granted that Germany’s 
dependent empire of that day was negligible for her 
economic purposes. There was no suggestion that what 
are now the mandated territories were even nearly sufficient 
to satisfy German economic needs or political ambitions. 
To a present-day reader this comes as one of the most 
striking features of the article, an unmistakable warning 
that, whatever the return of Germany’s former colonies 
would do for good-will in the political field, it would 
neither satisfy her economic needs nor sate her national 
ambition. The total white population of the German 
colonial empire, just before the war, was under 25,000, 
two-thirds of whom lived in the single colony of South- 
West Africa. Germany’s total exports to her colonies 
were less than £3 million per annum. Then as now, their 
capacity to supply her with raw materials was strictly 
limited physically and economically. Moreover, they 
were costly to her Exchequer, which had to make good 
colonial deficits totalling 295 million marks between 1908 
and 1913, not counting the overhead cost of colonial 
administration. Arguments—familiar nowadays outside 
Germany—to discount the economic value of colonies 
were common currency in Germany before the war. Thus 
Herr Bebel declared in the Reichstag in 1906 : 


Germany’s trade with the British Empire amounted to 2,700 
million marks in 1905 and did not cost Germany a farthing; and 
if Germany should lose all her trade with Denmark (300 million 
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marks in 1905) it would mean much more than if all her colonial 
trade (64 million marks in 1904) “‘ went to the devil.” 

The economic argument for the return of Germany’s 
colonies simply does not hold water. The real motives 
must be sought in diplomacy, strategy and prestige. 

The undoing of the colonial clauses of the Versailles 
treaty would undoubtedly mean a great accession of 
prestige both to the National Socialist Government at 
home and to Germany abroad. And it would undoubtedly 
increase the strategic anxieties of other empires and thus 
make it easier for Germany to over-ride their interests. 
In this respect, the countries of the British Commonwealth 
would obviously be the chief losers, as they would be the 
losers in prestige if the transfer appeared to be made by 
virtue of their own weakness or pusillanimity. In this 
light, Germany’s colonial demands are unlikely to appeal 
to Great Britain, to the Dominions, or for that matter to 
any country not politically affiliated to Germany herself. 

One may be excused, indeed, for wondering whether the 
true reasons for those demands—as to-day expressed by the 
Nazi leaders—are to be found in the objective merits of the 
colonial question. Bismarck’s attitude towards colonialism, 
from which Herr Hitler’s clearly draws much of its inspira- 
tion, may be interpreted, not as one of opposition in 
principle, but merely as one of invariable subordination 
to foreign policy.* When it suited his hand to push 
forward German colonial expansion in Africa or the 
Pacific he had no hesitation in doing so, and by skilful 
playing of this extra card he succeeded on occasion, not 
only in sowing suspicion and discord between England 
and France and other colonial Powers, but also in splitting 
public opinion in Great Britain itself. Is there not at 
least a possibility that Herr Hitler has a similar purpose 
in raising the colonial question to-day, after having himself 
declared it to be distracting and dangerous? To sap the 


* See The Rise and Fall of the German Colonial Empire, by M. E. 
Townsend. (New York, Macmillan, 1930.) 
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moral strength of Great Britain’s position, to sow discord 
between the colonial and the non-colonial Powers among 
Germany’s neighbours, and to confuse and divide British 
public opinion—these would be diplomatic objectives well 
worth achieving. For our own part, we are not yet con- 
vinced that this diagnosis is the true one, but the chance 
of its being true makes it all the more important for the 
nations of the Commonwealth to pursue a patient, straight- 
forward and unequivocal policy towards the colonial 
question. 

That question raises many other issues—our obligations 
towards the native peoples, the independent rights of the 
self-governing Dominions to whom some of the most 
important mandates have been entrusted, the rights and 
interests of the League of Nations, by whom the mandates 
were issued. There is, however, nothing in those issues to 
suggest that we need qualify the conclusion already reached 
on other grounds, namely, that to give way to German 
demands on this score would be to hinder rather than to 
further the cause of world peace. If that negative conclusion 
is sound, nothing is to be gained by vagueness or delay in 
explaining to the German Government that the agitation 
for the return of colonies is and will remain fruitless. 

We are left with the other three possibilities for German 
expansionist policy: non-territorial expansion outside 
Europe, non-territorial expansion in Europe, territorial 
expansion in Europe. Which of these is most likely to 
make for the eventual rule of peace and justice in the 
world? What can we do towards making that choice 
feasible and welcome to the German people? These are 
questions that the Governments of all the British Common- 
wealth countries must urgently face; for if the wrong 
course is taken and war results, there is very little chance 
of our being able to stand aloof or to view the outcome with 
impartial reserve. 





THE EGYPTIAN TREATY 
AND AFTER 


I. THe MiILner MIssION AND THE PROTECTORATE 


N his speech at the signing of the Egyptian Treaty, Mr. 

Anthony Eden said that it was the completion of work 
which had been going on for sixteen years, that is, from 
1920, when Lord Milner presented the report of his Mission 
to Egypt, until the present time. Yet to understand this 
history we need to go back rather more than sixteen years. 
Why did the Milner report, carrying, as it did, the authority 
of one of the most influential Ministers of his time and 
backed by the unanimous support of his five colleagues, 
receive such short shrift from the Government of which he 
was amember? Why has it taken so many years to carry 
into practice the method that he and his colleagues 
recommended ? 

There is an Egyptian as well as a British side to this story, 
but the main obstacle on the British side was that in 1920 
many Ministers and large numbers of the public regarded 
Egypt as an integral part of the British Empire and were 
beyond measure astonished that Milner, whose imperialism 
was unimpeachable, should have proposed what they 
regarded as a surrender and abandonment of British terri- 
tory. But Milner was an old Egyptian official who never 
for a moment thought of Egypt in those terms. He had 
served under Lord Cromer and had seen the scrupulous 
care which that greatest of Egyptian administrators had 
taken to preserve the theory that Egypt was a self-governing 
unit of the Turkish Empire, governed by a Khedive and 
Council of Ministers, though temporarily in the occupation 
of Great Britain. Cromer had never claimed to be more 
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than Agent or Consul General of the occupying Power, the 
doyen of the foreign representatives in Cairo, and though he 
might be the de facto ruler of the country he left the insignia 
of power in the hands of its nominal rulers. Whenever he 
was pressed by the Egyptian nationalists, as he was more 
and more in his later years, his answers were so framed as to 
leave all doors open and to lead them to believe that the 
restitution of their independence was one of the objects of 
British policy. 

Cromer and the Governments that instructed him had to 
keep their eye on the European as well as the Egyptian 
situation. Upto 1904 France still bitterly regretted having 
missed her chance to share the control of Egypt with Great 
Britain, and watched jealously any move which suggested 
that we intended to convert occupation into annexation. 
During the negotiations for the Anglo-French Entente 
Delcassé fought to the last for a time-limit to our occupa- 
tion, and though in the end he forebore to press this it was 
on the understanding that we should not alter the legal 
status quo. The bargain was characteristic of pre-war 
diplomacy. The French recognised our “ special position ” 
in Egypt; we in return recognised their “‘ special position ” 
in Morocco. There were grumblers who said that taking 
the whole deal—including Newfoundland and Sokoto— 
the French had got much the best of it, but Cromer, who had 
felt the heavy hand of many French Governments, insisted 
that their concessions to us in Egypt were worth all that 
we were conceding to them and a good deal more, and it 
was that view which in the end carried the day. 

This back history governed the situation when the Great 
War broke out. The accession to our enemies in 
November 1914 of the Sultan of Turkey, who was still 
legally suzerain of Egypt, automatically converted his 
Egyptian subjects into enemy aliens. Something had to 
be done to regularise the situation. There were voices 
for annexation, but not only would it have been greatly 
resented by the Egyptians, who were then on the fence 
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between us and our enemies, but it would probably have 
been resisted by the French as a departure from the spirit 
if not the letter of the Entente. All prudent advice from 
Egypt was against annexation and the Cabinet considered 
it only to reject it. Instead, it was decided to proclaim a 
“ protectorate,” a word of no precise meaning, and for 
that reason suitable to tide over the time without committing 
the British Government, which promised reconsideration 
of the whole question as soon as the war was over. Egypt 
and Great Britain lived together from day to day for the 
next four years on this temporary scaffolding. If that 
served its purpose as well as it did, it was largely through 
the fortunate choice of Prince Hussein Kamil to succeed 
Abbas Hilmias Khedive, and the great good sense shown by 
British officials in Egypt, especially Sir Reginald Wingate 
and Sir Milne Cheetham, and by the Commander-in-Chief 
of the British forces, General Sir John Maxwell, whose 
unfailing good humour and tact in handling Egyptians were 
military assets of high value. 

The Egyptians, nevertheless, were extremely unhappy 
during the years of the war. They had no strong feelings 
about the European conflict; if their preference was slightly 
for the British, it was because they feared the Germans and 
had no wish to be handed over to the tender mercies of the 
Sultan of Turkey, who was supposed to have stipulated that 
he should resume his direct rule over Egypt in the event of 
the victory of the Central Powers. The idea of the Sultan 
governing Egypt as a German agent was certainly not to 
their liking, and the abortive attempt of the Turks to invade 
Egypt had the fortunate effect of making it seem near and 
real. 

But a patriotic Egyptian felt his position to be 
ignominious. He was caught up in a quarrel not his own; 
he had not even the dignity of a combatant; for, since he 
was technically a neutral, his army was to play no part. 
Yet the British took for granted that his country was at their 
disposal as a base for their operations, that he would supply 
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labour battalions for their expeditions, provide asses, 
mules, fodder and grain to their order. All this he did 
under a practical compulsion, though everything was said 
to be voluntary. On the other hand, money poured into 
the country, and, if unscrupulous Mudirs and Omdehs 
lined their pockets at the expense of the fe//abin, that, it 
could be said, was their fault and not ours. Nevertheless 
the odium of it fell back on us and, when the war ended, 
there was a seethe of discontent among the masses which 
was excellent material for agitators. 

Further material was provided when the departing army 
found places for its former officers in administrative posts 
hitherto filled by Egyptians. Egypt, in a phrase current at 
the time, was “‘ a paradise for the demobbing officer.” To 
the discontent of the fe//ahin was now added the anger of the 
student and effendi class; and when the war ended and 
British Ministers pleaded that they were too busy to listen 
to the remonstrance of Egyptians and their demand that 
the situation should be reviewed, according to the promises 
made in the war, the country was ripe for rebellion. 


II. INDEPENDENCE AND THE RESERVED QUESTIONS 


EBELLION was easily suppressed, but the situation 

that remained after it needed prompt and wise action if 
Egypt was not to become another Ireland, and its coercion 
a chronic costly and discrediting liability to Great Britain. 
Milner perceived at once that there was no half-way house 
between this and recognising the claim of Egypt to in- 
dependence, subject to her recognition of our imperial 
interests and the necessity of adequate measures to guard 
them. It was the old dilemma—conciliation or coercion; 
be generous in conciliation or face the consequences. 
The Mission hoped that its report would be accepted and 
Milner sent to Egypt to negotiate the proposed treaty. 
That was not to be. The Cabinet rejected the report; 
the Egyptian nationalists renewed their agitation and 
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increased their demands. A delegation of the more 
moderate nationalists (Adly, Rushdy and Sidky) which 
came to London in 1921 to renew negotiations had no 
success. Curzon favoured a settlement, but the Cabinet 
feared the reproach of a “ surrender to Egypt ” following on 
their Irish settlement, and the soldiers were stubbornly 
opposed to the removal of the British garrison from Cairo, 
which had been recommended by the Milner Mission and 
was now demanded by the Egyptians. Followed a 
renewal of rioting and bloodshed and the deportation of the 
nationalist leader Zaghlul to the Seychelles. 

In January 1922 Lord Allenby, who had favoured a 
conciliatory policy from the outset of his appointment as 
High Commissioner, brought the situation to a climax by 
insisting that the Government should regard it as one of 
“extreme urgency” and offering his resignation if his 
advice was not accepted. That advice was to abolish the 
protectorate at once and leave the treaty proposed in the 
Milner report to be negotiated afterwards. In this Lord 
Allenby had the support of the principal British officials 
in Egypt, and coming to London with his and their 
resignations in his pocket he obtained the reluctant consent 
of the Cabinet. On February 28, 1922 a proclamation 
was issued in Cairo revoking the protectorate and declaring 
Egypt to be an “independent sovereign State” but 
reserving for future agreement : 

(a) the any of the communications of the British Empire 

in Egypt. 

(d) the lence of Egypt against all foreign aggression or 

interference, indirect or direct. 


(c) the protection of foreign interests in Egypt and the pro- 
tection of minorities. 

(d) the Sudan. 
Fuad the successor of Hussein, who had been called Sultan 
of Egypt since the end of the war, now became His Majesty 
the King of Egypt. In spite of his unpopularity with his 
subjects, he had shown considerable skill and craft in 
steering his way between the British Government and 
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Egyptian parties and agitators, and he had very decided 
views, which were to be developed in the subsequent 
years, as to the position and demeanour of a King in an 
Eastern country. Not the least important part of this 
declaration was that it made Fuad a King. 

It was by this time any port ina storm. Allenby had at 
last forced the British Government to do something. But 
except on the assumption that the reserved questions would 
be settled with the least possible delay there was little to be 
said for that something. Egypt had been declared an 
“independent sovereign State”, but Great Britain by her 
own fiat had “absolutely reserved” a group of questions 
which, on the face of them, were within the discretion of 
any sovereign and independent Power. This antinomy 
lay at the root of the Egyptian problem and neither party 
could evadeit. As Milner had perceived, there could be no 
settlement unless, at the same time as she was declared to 
be sovereign and independent, Egypt voluntarily waived 
her sovereignty on points of vital interest to the British 
Empire. To declare her to be sovereign by a unilateral 
decree which left her free of any obligation in return was 
to increase her power to agitate without satisfying her 
ambitions. 

But the corner was rounded for the moment, and the 
British Government turned again to other things, leaving the 
now emancipated Egypt to its own devices. A period of 
great confusion followed. The reserved questions hung 
over domestic politics and prevented any concentration on 
internal self-government. Fuad and Zaghlul vied with 
one another in baiting the British Government, the one 
proclaiming himself“ King of the Sudan,” the other making 
such demands that the Labour Government of 1924 was 
obliged to turn him from the door when he came to London, 
The Society of Vengeance again raised its head, and the 
murder of Sir Lee Stack, the Governor General of the 
Sudan, greatly exacerbated feeling and led to the renewal of 
martial law—which, incidentally, the King much preferred 
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to parliamentary government under the liberal constitution 
promulgated in 1923. 

The details from this time forward were told in a recent 
number of THE Rounp TaBLez * and need not be repeated. 
They were all phases of the triangular duel between the 
King, the popular parties (that is to say, either the Wafd 
or attempted coalitions between the Liberals and the Wafd) 
and the British Government on the subject of the reserved 
questions. British High Commissioners were reduced to 
reprimanding each of the other parties in turn and at times 
threatening naval demonstrations, with the reluctant consent 
of their Government, which perceived only too clearly that 
whatever happened in Egypt they would be blamed for it 
by all the Egyptian parties, including the King. Con- 
stitution and parliamentary government flickered at times 
into an intermittent life, but came quickly to a deadlock in 
which the King resumed power and governed through his 
favourites and nominees. The death of Zaghlul in 1927 
had in the meantime deprived the popular party of its most 
powerful leader. One effort after another to settle the 
reserved questions broke down on the question of the 
Sudan, in which the British Government was restrained by 
memories of the 1924 troubles, while Egyptian leaders 
walked in fear of being denounced by Wafd or Palace if 
they conceded what was reasonable in British demands. 

So things dragged on till the summer of 1935, when the 
Italian invasion of Abyssinia made a new situation. Then 
there was a remarkable revulsion of feeling in favour of 
Great Britain and there could hardly have been a better 
moment for a settlement. But the Government at home 
was ill-informed; the reciprocity for which the Egyptians 
had looked was again slow in coming; the Foreign 
Secretary blundered into speeches which they interpreted 
as interference in their internal affairs; once again agitators 
demonstrated and students rioted. British Ministers, 
like their predecessors in 1920, thought that Egypt should 


* No. 102, March 1936, pp. 266 e¢ seq. 
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wait until other and graver questions were settled and were 
slow to see the intimate connection between the Egyptian 
situation and the appearance of Italy in North Africa. 
These blunders were fortunately retrieved by unusual 
expedition when at length the question was taken in hand 
by Mr. Eden. Good sense was now shown on both sides, 
both in sweeping aside obstacles which had proved fatal 
to the previous negotiations and in realising what was new 
in the situation, as it presented itself in 1936. 


Il], THe TREATY SETTLEMENT 


HE Treaty signed on August 26 awaits the ratification 

of the Egyptian Parliament and will have to run the 
gauntlet of debate at Westminster, but since it carries the 
fiat of two Governments, both of which have large parlia- 
mentary majorities, its fate need not be regarded as in 
doubt. It is, nevertheless, important to be clear about 
the nature of the settlement embodied in it. Let us consider 
first the military clauses. 

The removal of the British troops from Cairo, originally 
proposed by the Milner Mission, was one of the chief 
stumbling-blocks in the earlier efforts for settlement, and 
now that it is conceded its meaning and consequences need 
to be carefully considered. From the days of Curzon 
onwards, all the negotiators had to reckon with the active 
or passive resistance of the soldiers in London and in Cairo. 
But it was really impossible to reconcile the presence of a 
British garrison in the heart of the Egyptian capital with the 
acknowledgment that the country was “sovereign and 
independent.” The parades of British troops and tanks 
whichwere daily incidents of life in Cairo seemed in Egyptian 
eyes to make mockery of the proclamation of 1922. Nor 
was this merely a point of pride and vanity. The presence 
of British force in this obtrusive form had two practical 
results which between them were largely fatal to Egyptian 
self-government. It undermined the responsibility of the 
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Egyptians forjkeeping order in their own capital, and it 
enabled them to throw back on Great Britain the burden 
of everything that was unpopular or corrupt in their own 
administration. 

No one who kept his eyes open can have visited Egypt 
in recent years without seeing these two causes disastrously 
at wotk. Nothing was easier for Egyptian Ministers than 
to shirk the unpopular business of keeping agitators and 
turbulent students in order on the ground that the British 
were there and that, if they insisted on being there, it was 
for them to deal with the disturbances that their presence 
was said to provoke. Nothing, on the other hand, was 
easier for the agitators than to assert that, if the British were 
not there, they would make short work of the abuses and 
corruptions which they alleged against their own Govern- 
ment. In this way we have more and more in recent years 
come to bear the sins of all parties, the governing party 
washing its hands of responsibility, and its opponents 
assetting that we were throwing our shield over arbitrary 
personages whom, but for our presence, it would not have 
tolerated for a week. 

No settlement was possible unless this situation was some- 
how wound up. The method proposed at length gives 
reality to the idea that the British force in Egypt is not an 
army of occupation but an army for the guarding of imperial 
communications, stationed for the most part, as such an 
army should be, in the Canal Zone and not in Cairo. At 
the same time it gives effect to another idea, which has 
sprung to life since the negotiations of 1930, namely, that the 
defence of Egypt against foreign aggression should be the 
joint responsibility of British and Egyptians working 
together as friendly allies. This joint defence of the 
frontiers, to which the provision of a powerful British air 
force is recognised as essential, along with the development 
of an Egyptian army accepting the services of a British 
military mission and trained in unity with the British 
force, is now the object aimed at. With the new roads 
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and railways projected and the mechanical transport 
with which the joint force will be provided, there should 
be no question of its availability at any point threatened. 

Here the guiding principle is that a friendly Egypt is not 
merely a political desideratum but a military asset of the 
highest value. In proportion as we can rely on a friendly 
Egypt we may look to.the Egyptians to relieve us of having 
to carry single-handed the burden of defending their 
country and the Sudan—a burden which, as world affairs 
are now shaping, is likely to be anincreasing one and full of 
dangerous complications if in an emergency they proved 
hostile or unfriendly. The solution is undoubtedly the 
right one, but to carry it out will need forbearance and 
wisdom on bothsides. To provide the necessary accommo- 
dation for the British force in the Canal Zone must at best 
be a gradual and somewhat expensive process, offering 
numerous opportunities for critics and obstructionists. 
Finance is a large part of this problem, and, if the new 
Egyptian régime is not to be started with greater commit- 
ments than it can carry, British help and British credit will 
be needed to tide over the transition stage, at least to the 
extent provided in the settlement. The problem must 
be conceived not merely as an Egyptian one but as part 
of the military reorganisation joining up Palestine with 
Egypt, through the Canal Zone, which has become a British 
imperial necessity. Egypt undoubtedly has an immense 
interest in it, but there are also specific British interests for 
which the British people must bear their share. 

Some anxiety has been caused by the fact that under 
Article 8 of the Treaty the British Government is com- 
mitted in twenty years to accept the decision of the League of 
Nations, of which Egypt is now to be a member, as to the 
ability of the Egyptian army to “ secure by its own resources 
the liberty and entire security of navigation of the Canal”. 
This, however, should be related to Article 7, which is 
permanent and which provides that “in the event of war, 
imminent menace of war, or apprehended international 
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emergency ” the King of Egypt will furnish on Egyptian 
territory “all the facilities and assistance in his power, 
including the use of his ports, aerodromes and means of 
communication.” 

The settlement of the Sudan question in Article 11 will 
be a relief to those who have studied the juristic side of this 
question, and have in consequence followed with some 
uneasiness the casuistry which in recent years has been 
developed to justify the extrusion of Egypt from the 
Sudan. The Anglo-Egyptian Condominium of 1899 now 
becomes the accepted basis; the Governor General is to 
be appointed as before by the King of Egypt but “ on the 
recommendation of the British Government”; that 
Government agrees to the return of Egyptian troops to the 
Sudan and to the removal of the restrictions on Egyptian 
immigration into the country “ except for reasons of public 
order and health.” 

It is not likely that these provisions will make much 
immediate difference to the Sudan. Egyptians have shown 
little desire to take up their residence in that country and, 
although at the beginning applications for appointments 
may flow in, not many Egyptians are likely to seek a 
permanent career there. But, in addition to the permanent 
interest they have always had in the control of the upper 
waters of the Nile and the suppression of Dervish fanaticism 
across their southern boundary, Egyptians now have to 
contemplate the possibility—let us hope remote—of other 
invaders approaching Egypt in this way. Here again a 
friendly Egypt is all important. While the country was in 
a state of disaffection, it was natural that the British 
authorities should object to the presence of Egyptian 
battalions, whose allegiance they could not trust. They 
had warnings on that subject in 1924 which could not be 
ignored. But a friendly Egypt, equally concerned with 
us to guard against invasion by this road, opens up an 
entirely different prospect. To bring home to Egyptians 
their responsibility, to welcome the aid of an Egyptian 
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force and to make it as efficient as possible now become 
positive aims of British policy, and the right way of relieving 
the British taxpayer, who would otherwise have to bear the 
whole burden in case of emergency. 

There remains the question of the capitulations, in which 
not we alone but most other European Powers are interested. 
On this we can do no more than promise to “ collaborate 
actively with the Egyptian Government” in giving effect 
to the arrangements provisionally set out in the Treaty 
for their abolition. It is improbable that any of the Powers 
will incur the unpopularity of vetoing their abolition, but 
a good deal of hard bargaining may be expected. The 
Egyptians are a shrewd people and, provided the jurisdic- 
tion of the Consular Courts is abolished, they are unlikely 
to press for large and sudden changes which would alarm 
the foreign traders with whose activities their own pros- 
perity is bound up. But there is another extremely 
important aspect of this subject. Greater freedom to tax 
foreigners is essential to Egyptian Governments, if only 
because the excessive immunity which they enjoy under the 
capitulations acts as a bar on the taxation of Egyptians. 
All administrations, British or Egyptian, have shrunk from 
taxing Egyptians to a greater extent than they are per- 
mitted to tax foreigners, with the result that for a com- 
paratively rich country Egypt has been starved of revenue, 
and her education, social and sanitary services are deplorably 
backward. Year by year she has to cut her coat to a 
limited and quite inadequate amount of cloth. A certain 
lethargy on the subject of the capitulations has been 
observed among wealthy Egyptians, who are aware that 
the capitulations act as a shelter against taxation for them 
as well as for the foreigners, but this is a motive that can 
scarcely be avowed in the present state of popular feeling. 

Finance will in any case be a severe test of popular 
government in Egypt. The Administration will need 
more money, but it must learn to administer wisely and for 
the present frugally. Nothing is more likely to bring 
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disaster than the pouring out of money for political objects 
ot the multiplication of sinecures for nepotism or political 
jobbery. The enormous civil list and other outpourings 
of public money which have accompanied palace rule 
ought to be curtailed; a competent audit department is an 
absolute necessity. Inthe long régime of British “ financial 
advisers ” the Egyptian people have been kept far too much 
in leading strings in this department, and there is a danger 
that they will sin in ignorance rather than from deliberate 
perversity. They have competent and honest financiers 
in their political parties; it is to be hoped that they will 
learn to use them and give them the same kind of inde- 
pendence that we give to our Treasury officials. Those of 
them who are students of institutions would do well to 
inform themselves of the restrictions in the field of finance 
that the British House of Commons has voluntarily placed 
upon itself. All European experience is proving that these 
ate absolutely necessary to prevent the periodical financial 
crises which are so dangerous to European democracies. 
Egypt is determined to make her own democratic experi- 
ment and it is wisdom not to stand in her way. The 
Prime Minister is working under the 1923 constitution 
which earned the unhappily worded animadversions of 
Sir Samuel Hoare in November last year. It is his choice 
and that of his party and entirely within their competence. 
But no offence can be taken if British well-wishers point 
out that Egyptians are starting on this course at a time when 
a large part of Europe is in retreat from it, and that they 
may have something to learn—if only in what to avoid— 
from European experience. Broadly speaking, the failure 
of European parliaments and democracies has been for two 
chief reasons, first that these were unequal to the elementary 
part of their business, which consisted in keeping order and 
protecting their citizens, next that their political parties 
were rent by such schisms and feuds as to be unable to give 
any Government the support necessary for it to hold its own 
in a parliamentary assembly. A certain competence in 
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administration and a certain moderation in politics are, as 
we are learning, the necessary conditions of a successful 
democracy. For majorities to be content with such 
policies as can be made to prevail by argument and suasion, 
and for minorities to submit until such time as they can 
make their views prevail with the electorate—these are the 
essentials of parliamentary government, and they must be 
observed in the East as in the West. 


IV. THe New Srruation 


HE one thing to be avoided is the idea that, the Treaty 

having been signed, we can wash our hands of Egypt 
and leave the sequel to work itself out. On the contrary, 
the Treaty creates a situation in which the best brains and 
constant co-operation of both parties will be necessary for 
at least the transition period and very desirable afterwards. 
Egyptians have both the advantages and disadvantages of 
the fact that their country lies across the great highway 
from Europe to the East. That has added to their wealth 
and importance and brought them nearer to Europe in 
thought and culture than any other Eastern country. 
But it compels them to find a powerful friend in Europe 
and for that purpose to accept conditions which can only 
with great tact and forbearance on both sides be squared 
with their claim to be sovereign and independent. _Intelli- 
gent Egyptians are well aware that if Great Britain with- 
drew from their country another European Power would 
quite certainly take her place, and recent events have been a 
sharp challenge to them to consider whether there is any 
other Power which, judged by its own practice and tradi- 
tions, would be more likely than Great Britain to respect 
their independence and favour their aspirations to demo- 
cratic self-government. It is one of the encouraging 
features of the situation that in spite of the friction and 
misunderstanding of the last twenty years the answer to 
that question was overwhelmingly in our favour, when it 
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came to the point. If Great Britain was often slow and 
tactless, Egyptians felt that her traditions were traditions 
of freedom, and that she was far more likely to keep within 
the boundaries fixed by a treaty than any Power that was 
likely to bid for the succession, if she withdrew. 

Good-will and friendliness between Egyptians and 
British residents in their country have survived all the 
friction of recent years and should greatly help to the smooth 
working of the new order. The two peoples have much 
in common. Both have short memories for political 
grievances and a natural good humour which is not easily 
quenched. Great Britain may have a giant’s strength but 
she has shown in her history that she knows how not to use 
it like a giant. If a free partnership is possible in the 
inevitably unequal terms that are inherent in the situation, 
it should be with her. But it will not be enough for her to 
man her Embassy with officials recruited from the Middle 
East or the Far East as if experience in those regions were 
a qualification for dealing with the problems of Egypt. 
The relations with a young sovereign who assumes responsi- 
bility at the early age of 17 will need careful handling, if 
we are to avoid the suspicion that we are trying to cir- 
cumvent popular government by way of the Palace. Egypt 
is not in the ordinary sense an Eastern country, she is her 
own peculiar blend of East and West. The men she needs 
are men with political brains and parliamentary experience 
who will be in constant touch with the different Egyptian 
parties and so act that their advice will be welcomed as that 
of a wise friend and not resented as the intrusion of a 
superior Power. The word “adviser”, so familiar in the 
terminology of Egyptian administration, needs to be 
revived and given its literal and genuine meaning. 

The problem for both parties is to keep at a distance all 
the possibilities—breakdown of administration, disorder 
threatening foreigners, insolvency—that might compel 
British intervention. It can be solved if British and 
Egyptians keep contact in a friendly spirit, but it will not 
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be solved by a frigid neutrality on our part, as of a 
spectator who has predicted disaster and waits for his 
prophecy to come true. Our desire to let Egypt be 
governed by Egyptians is genuine and honest, but the 
neutrality that watches over the boundary between what 
belongs to them and what is reserved for us must be 
benevolent and watchful. The large foreign population 
will still look to us to guarantee their security and to 
act as the principal arbiter between them and Egyptian 
Governments, and the latter must be willing to accept us 
as counsellors and advisers on that subject. 

The problem is a unique one, and it is a challenge to both 
parties to make workable by custom and usage a new form 
of institutions, in which an inner sphere of self-government 
is reconciled with an outer sphere of external policy. 
Great Britain must be predominant in the latter, and it is 
in the interests of Egypt that she should be, but only by 
custom and usage can the boundaries between the two be 
firmly planted. With her habit of adjusting herself to 
circumstances and meeting emergencies as they come 
Great Britain has solved many problems which have 
defeated her neighbours whose methods are less flexible; 
but she must realise that if the Egyptian Treaty is the end 
of one dispensation it is the beginning of another, which 
will call for patience, watchfulness and good sense in both 
the partners to it. 





NATIONALISM IN FRENCH 
CANADA 


I. THE OverTHROW OF MR. TASCHEREAU 


N Canada the economic depression is lifting, but its 

political effects continue. The world crisis started 
political movements which show no signs of disappearing 
with the advent of better times. Social Credit is en- 
trenching itself in Alberta and is spreading into neighbour- 
ing provinces; Mr. Woodsworth’s socialist party, the 
Co-operative Commonwealth Federation, has maintained 
its national organisation; for the first time, in Manitoba, a 
Communist has been elected to a Canadian legislature. 
Mr. Stevens’ Reconstruction party alone of the new groups 
seems to have ceased its activities. All these recent move- 
ments, however, have left the French-Canadians untouched. 
Sheltered from English-Canadian thought by the barrier of 
language, educated apart in their Catholic schools and 
universities, they have sought for solutions of their 
difficulties in a way quite different from their English fellow 
countrymen. Whereas falling wages and unemployment 
made the English-Canadian turn his thoughts to economic 
change, they caused the French-Canadian to turn to nation- 
alism. ‘The political consequences are now beginning to 
make themselves felt. A new party, the Union Nationale, is 
in power in Quebec, and there is on foot in the province a 
nationalist movement that in its more extreme manifesta- 
tions is vociferously secessionist. 

For the first five years of the depression there was little in 
Quebec provincial politics to indicate what direction the 
underlying movements of opinion would take. The mass 
of the population, trained to a Catholic view of life, were at 
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first inclined to accept unemployment, low wages and low 
prices much as they would accept a hard winter or a bad 
harvest. Pastoral letters from the bishops urged patience 
and warned against the dangers of radical thought. The 
provincial Liberal party had been in office since 1897; 
under the leadership of Mr. Taschereau, who had been 
Premier since 1920, it had become so rooted in every 
corner of the province that it seemed inconceivable that it 
might be overthrown. When a certain Maurice Duplessis 
took over the leadership of the Conservative Opposition 
in 1933 he could control but 11 members in a house of go. 
In the autumn of 1934, however, there emerged a new man 
and a new party. Paul Gouin, son of the former Premier 
Sir Lomer Gouin, gathered round him a group of younger 
Liberals dissatisfied with the Government’s do-nothing 
policy, and formed the Ad/iance Libérale Nationale. It 
announced that it had two aims: the overthrow of the 
Taschereau régime, and the reconstruction of the economic 
and social life of the province in accordance with the needs 
of the French-Canadian masses. It met with success from 
the start. The discontented elements, particularly amongst 
the younger professional and business men, were looking 
for just such a rallying point, and flocked to the new 
standard. By an astute move Mr. Gouin made an agree- 
ment with Mr. Duplessis and the Conservatives just before 
the elections of 1935, so that all the anti-Government forces 
were united. When the results of that vote were made 
known it was found that Mr. Taschereau had but 48 seats 
against an Opposition of 42. For the first time in forty 
years, Quebec was on the march. 

Events from that moment moved quickly to a climax. 
The subsequent parliamentary session was hectic and brief. 
Mr. Duplessis, who remained as Opposition leader in the 
House, succeeded in unearthing a series of political scandals 
by the simple method of forcing the Public Accounts to 
account—something that apparently had not been done in 
Quebec for years, save in a formal manner. For persons 
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interested in the ethics of North American politics, the 
details make instructive reading. Mr. Taschereau was 
forced to resign, and in a last-minute effort to save his party 
he handed over the leadership to Mr. Godbout, one of the 
best of his younger Ministers. But repentance had come 
too late. New elections were held in August 1936, and not 
even a break between the two new leaders, which caused 
Mr. Gouin temporarily to retire from politics, could stem 
the flood. Mr. Duplessis, with a party re-named the 
Union Nationale after the split with Mr. Gouin, was returned 
with a majority of 76 to 14. 

Superficially the overthrow of the Liberal party may 
appear as the familiar collapse of a long-established Govern- 
ment which has had the bad fortune to meet an economic 
crisis. Actually, however, it is due in large part to the 
development of the nationalist spirit, which made the 
election an event of much deeper significance than a mere 
party contest. The causes and nature of this new 
nationalism, and the forms that it is now taking, can only be 
understood when seen as part of the recent history of the 
relations between the French and English in Canada. 


II. Viston OF LAURENTIA 


EFORE Confederation the French-Canadians, having 

been conceded their religion andtheir civil law, struggled 
principally for three constitutional rights—responsible 
government, representation by population, and the recogni- 
tion of French as an official language. These were all 
accorded in the British North America Act, and a number 
of additional minority guarantees were added. Since that 
date the population of Quebec has had the fullest political 
liberty. The provincial power to control such matters as 
religion, education, property and civil rights has meant that 
the French-Canadian may determine his own development 
in the province in his own way. The English minority in 
Quebec never has more than four or five seats in the 
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legislature, and has no guaranteed right to any. Outside 
Quebec the French minority has a right, varying somewhat 
in different provinces, to its separate Catholic schools, and 
the French language is official for proceedings in the 
Dominion Parliament and in Dominion courts. Two 
judges out of six in the Canadian Supreme Court are always 
French, and Quebec is guaranteed a certain representation 
in the Dominion Senate and House of Commons. As the 
French-Canadians grow in number in the other provinces 
(there are now some 700,000 in the rest of Canada) their 
influence naturally increases. It is next to impossible to-day 
for any Canadian Government to carry through a policy 
to which the French-Canadians are unitedly opposed. For 
these various reasons the Confederation agreement has 
always been considered by the bulk of Canadians as having 
placed minority rights on a secure and ample foundation. 
Such racial conflicts as have arisen have never seriously 
threatened the bases of Confederation. Sir Wilfrid Laurier 
as premier of Canada symbolised the conception of a 
broad Canadian nationalism unified in political expression 
but based on a duality of race and culture. 

While the bulk of French-Canada accepted this idea, 
there has long been a minority in Quebec that has pushed 
the claims of nationalism much farther. Canada’s partici- 
pation in the South African war stirred Henri Bourassa in 
1900 to form the Ligue Nationaliste. ‘The League attacked 
the concept of a closely united Empire, opposed British 
immigration to Canada, and sought a greater control over 
the English commercial corporations in Quebec, but did 
not advocate secession. In 1911 no less than 25 Nationalists 
were elected to the federal House of Commons. This 
movement subsided, to revive in a new form through the 
stimulus of Canada’s entrance into the world war. Seldom 
has racial feeling run higher in Canada than during the 
attempt to enforce the Conscription Act of 1917 in Quebec; 
for the French-Canadian had not sufficient love for the 
England that had conquered him, or the France that had 
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turned anti-clerical, to feel that their quarrels in Europe 
were his concern. In that year Mr. Francoeur introduced 
into the Legislative Assembly a resolution to the effect that 
Quebec would accept the breaking of the Confederation 
pact if the other provinces felt she was a hindrance to the 
development of Canada. Though withdrawn without a 
vote, the motion crystallised an attitude. From that 
moment secession became openly a part of nationalist 
thinking. In the same year a new organisation with a 
newspaper, the Action Frangaise, was founded to carry on 
educational work along nationalist lines; from its activities 
have come the bilingual postage stamps and currency in 
Canada, the celebration of St. John the Baptist’s day as a 
provincial holiday, and the growth of a number of French 
patriotic societies and youth movements. Its guiding 
spirit was the Abbé Lionel Groulx, who is still the most 
powerful influence amongst the nationalists to-day. 
Writing in 1922, one member of this group, Father Ville- 
neuve, now Cardinal Villeneuve, said : 


We are not hurrying toward separation. We watch it coming, 


for it is coming toward us. . . . That a French Catholic state 
can during this century arise in the St. Lawrence Valley is no 


longer in the minds of many a pure Utopia but an ideal worthy 
of ambition. 


These words have become the semi-official text on which 
the present secessionist movement bases its propaganda. 
During the era of post-war prosperity the nationalists 
ceased their talk of separation and concentrated on the 
lesser issues. They coined the term refrancisation, to indi- 
cate the constant fight for the elimination from French- 
Canadian culture, institutions and language of every element 
of English or American origin. Their influence pene- 
trated into many quarters, though their actual numbers 
were not great. Then came the economic depression. 
Nationalism received a fresh stimulus, this time much 
greater than that given by the South African war or the 
world war. Not only was there renewed talk of war in 
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Europe, which enabled the leaders to evoke the isolationist 
sentiment in the population in anticipation of another 
conflict in which they might be called on to take part. 
There were in addition two new circumstances to add fuel 
to the nationalist fire. One was the growth of communism, 
which, though it has little strength in Quebec, has a small 
but active following in Ontario and the West. Nationalism 
is seen by the Quebec authorities, both lay and clerical, as a 
useful counteracting force to the threatening danger from 
communist propaganda. The other stimulant was the 
fact that the natural resources and wealth of the province of 
Quebec, the water-power, forests, mines, large industries 
and financial institutions, had come to be almost entirely 
owned and controlled by English-Canadian and American 
capital. French-Canadians provide the cheap labour while 
the English and Americans reap the large profits—and how 
low those wages are the recent governmental enquiries have 
startlingly shown. The importance of this economic 
control was but dimly perceived until the depression taught 
the public to examine the economic system under which 
they live. 

It is this question of English economic domination that 
gives the nationalist movement in Quebec its particular 
form and strength at the present time. In the English 
parts of Canada the growing popular suspicion and dislike 
of the big trusts and monopolies that exploit so much of the 
country’s financial and industrial life have given rise to the 
new radical parties. In French-Canada the same dislike 
has become allied with the nationalist sentiment. The 
principal complaint against the Taschereau régime was that 
it was in hand and glove with the English trusts in Quebec. 
Refrancisation in economic terms means recapturing for 
French-Canada the control of the sources of wealth that 
are now in non-French hands. It means a steady policy of 
lifting the French-Canadian out of his inferior position as 
hewer of wood and drawer of water for his English masters. 
As the French have little capital, this can only be done 
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through political action. The power of the state, it is 
supposed, will be used to curb and eventually to destroy the 
stranglehold of foreign finance. There are elements here 
of socialism, but it will be the right-wing socialism of a 
Mussolini rather than the complete socialism of a Stalin. 
Italian fascism has had a considerable influence on the 
thinking in Quebec, and every nationalist is a believer in 
some form of the corporative state. 

There are thus a number of strands that make up the new 
French-Canadian nationalism. Its general programme may 
be summed up in the words “‘ Quebec for the French- 
Canadians, both economically and politically”. This 
programme is to be achieved, to use Abbé Groulx’s words, 
“ within Confederation if possible, outside if impossible ”. 
Even if this policy may involve the abandonment of the 
French minorities outside Quebec, the price is one that 
many are willing to pay. The Abbé put the case in simple 
form when he recently told the Congrés des Jeunesses Patriotes 
that “‘ Quand on ne peut tout sauver, on sauve ce que !’on 
peut. Et rien ne servirait de périr tous ensemble sous 
prétexte de s’entraider ”’. 

Necessarily the achievement of a French Catholic state 
will mean a radical change in the English position in Quebec. 
A wave of anti-English feeling is steadily mounting, and 
along with attacks on the English have gone some even 
more virulent forms of anti-semitism. The Jewish popula- 
tion in Montreal is just sufficiently large to give occasion for 
violent outbreaks of the fascist type, a number of which 
have already occurred. The nationalist movement is also 
anti-democratic, for it has been taught to see in parliamentary 
democracy not only an English institution but also a party 
system that sets French-Canadian against French-Canadian. 
It is becoming aggressively opposed to the toleration of any 
radical speech or activity, however mild. It is a strongly 
Catholic movement, most of the parish priests and many of 
the religious orders, particularly the Jesuits, being its chief 
supporters. At the opening of the new legislature last 
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October Cardinal Villeneuve was provided with a special 
throne in the Council Chamber, to symbolise his equality 
with the representative of the Crown; the Anglican bishop 
was merely in attendance. In regard to foreign affairs the 
nationalists are complete isolationists, even those who do 
not advocate secession being ardent advocates of a policy of 
neutrality for Canada vis-a-vis both the League and the 
Commonwealth. On domestic issues they stand for a 
policy of decentralisation, and oppose all suggestions of 
amending the British North America Act or of strengthening 
federal powers in any way. 


III. SEPARATISM AND ISOLATIONISM 


NY attempt to estimate the strength of the nationalist 
forces at the present time is difficult for an English- 
Canadian to undertake. Obviously different parts of the 
programme receive different degrees of support. The 
out-and-out separatists are a small minority even of those 
who may be called nationalists. Their principal organ is 


La Nation of Quebec, edited by Paul Bouchard, an ex- 
Rhodes Scholar, but a number of other newspapers openly 
preach secession. “‘ Laurentia” has already been chosen 
as the name of the new state. The “ long-term ” separatists 
who look for ultimate independence but for the moment 
are content to work within Confederation are a much 
larger number. Before the provincial elections of last 
August several candidates spoke of separatism as an ulti- 
mate ideal, but only one, René Chalout, included the plank 
in his immediate platform. Since the elections, now that 
the task of defeating the Liberals is complete, the more 
responsible leaders have been attempting to hold the 
extreme nationalists in check; Mr. Duplessis has appealed 
to his followers to respect the tradition of racial toleration, 
while Mr. Gouin and even the Abbé Groulx have recently 
urged that the French-Canadians must prepare themselves 
by study and education before they can hope to occupy the 
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position that is rightfully theirs. The movement for 
economic emancipation from the domination of English 
capital is undoubtedly extremely widespread and will have 
important repercussions in the near future. The point on 
which there is the maximum agreement is the isolationist 
foreign policy; Canada could not take part in another 
European conflict at the moment without incurring the 
serious danger of a civil war. 

The immediate economic consequences of Quebec 
nationalism will probably take the form of an attempt to 
control more closely certain of the large corporations in the 
province. The electric power companies are likely to be 
the first to be dealt with. A new Electricity Commission 
is in existence with wide powers of investigation and con- 
trol, and there is strong sentiment in favour of municipal 
ownership of stations. The chief proponent of public 
ownership of electric power, Dr. Hamel of Quebec, was 
excluded from the Duplessis Cabinet, but he has a large 
following in the party and may yet force the hands of his 
chief. The chain stores are also under suspicion; for, 
besides the fact that they are not French in ownership, the 
nationalists dislike large-scale organisations and lean toward 
petty industry and independent retail merchandising. In 
anticipation of new taxes the biggest oil companies have 
already abandoned the retail field and have handed over 
their filling stations to independent operators. Co-opera- 
tive agricultural associations are favoured by the nationalists, 
but the genuine co-operative spirit may well find itself 
handicapped by too much state interference. 

Independent of legislative action there is growing up a 
movement for the achat chez nous, designed to make the 
French-Canadians confine their purchases to their own 
stores. There is also a steady demand that more 
French-Canadians should be employed in the big English 
companies and in the Dominion civil services. But it is 
difficult to see that economic refrancisation can go far unless 
the Quebec legislature is willing to embark upon public 
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ownership on a large scale, and it is safe to predict that this 
will not occur, since the Church will oppose any direct 
attack on the principle of private property, disliking as it 
would the confiscation of investments of which it holds 
itself no inconsiderable share. Certainly the talk of 
creating a “‘ corporative state”, in which many nationalists 
profess to see their salvation, is unlikely to achieve anything 
save the destruction of democracy. 

From the wider point of view of Dominion politics the 
nationalist movement in Quebec is of the greatest import- 
ance. Canada’s allegiance to the principle of collective 
security, and still more her participation in any schemes of 
imperial defence, are rendered that much more difficult. 
Mr. MacKenzie King’s non-committal speech at the last 
League Assembly was received with great approval in the 
province that supplied him with 54 French Liberals in the 
last federal elections. French-Canadian opinion supported 
Italy throughout the Abyssinian incident, just as it 
sympathises with the Spanish rebels to-day. Any plan to 
bring in new immigrants to Canada will meet extreme 
opposition from nationalists who see in the French birth- 
rate a promise of future domination in the Dominion. 
Amendments to the British North America Act will be 
bitterly fought; if the Privy Council does not uphold Mr. 
Bennett’s legislation on the present references from the 
Canadian Supreme Court, the outlook for a national system 
of industrial regulation is poor. Finally it is quite possible 
that the old party alignments will be abandoned in Quebec, 
and that the Union Nationale will enter federal politics. 
It is the expressed desire of the nationalists that French- 
Canadians should not be divided amongst themselves but 
should present a united front to the rest of Canada. 

To direct the existing feeling in Quebec into constructive 
channels will require wise statesmanship from the leaders 
of both races. Unfortunately there is little evidence of 
such leadership on either side at the moment. French- 
Canadian liberalism, in the best sense of that word, is 
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temporarily crushed. The voice of the extremist is most 
frequently heard. Until the clergy are willing to improve 
the education they give the people, French-Canadians can 
never hope to possess the technical skill and experience 
required by modern industry and finance. Yet all attempts 
to liberalise the education policy of the Catholic School 
Commission meet with stern opposition from the Church. 
English-Canadian opinion on its side is only now beginning 
to awake from the indifference with which it usually treats 
the movements of thought in Quebec. The English 
commercial interests, by opposing much needed social 
legislation, have added to the subjection of the workers and 
stimulated the very spirit from which they will be the first 
to suffer. Undoubtedly a prolonged revival of prosperity 
would ease the present situation, but the momentum already 
acquired will carry the nationalist movement far before it 
declines. 


Canada, 
October 1936. 





INDIA MAKES UP ITS MIND 


I, Sournh AFRICAN CONTACTS 


NE of the chief incidents of the past months has been 

the visit of the South African Delegation to India. 
This has been described as a “‘ Goodwill Delegation,” and 
it came with no specific problems to discuss or settle. 
Primarily its purpose was to give a representative section 
of South African public men and officials some insight into 
the nature and circumstances of the great country which 
at one remove provides South Africa with one of its most 
difficult problems. The deputation comprised representa- 
tives of the chief South African political parties and a 
number of officials, particularly those connected with 
Indian immigration matters, Their strenuous tour took 
them practically only to provincial headquarters, although 
two Indian States were also visited. It is one of the 
difficulties of such tours that, since one large city is not 
very unlike another, real variety is apt to be masked, and 
change of scene, when obtained by dint of 1,000-mile 
railway journeys, to vanish in a tepid monotony. 

It has been generally realised that the visit was a good step, 
and practically all shades of Indian opinion have united in 
welcoming the Delegation. The leader of the Congress 
party in the Assembly held a reception for them, and 
members of the party accepted invitations to semi-public 
functions in their honour. The speeches of the leader of 
the Delegation have been generally praised, and Mr. 
J. H. Hofmeyr may be said to have added to his stature both 
as a statesman and as an orator by his visit to India. His 
position was not easy; there have been and are too many 
points of difference between India and South Africa to 
make it anything but delicate, while the wide range of 
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viewpoints within his own Delegation must at times have 
complicated his task. He acquitted himself admirably, 
and succeeded to an unusual degree in combining 
tact and frankness, a combination difficult to achieve but 
singularly refreshing when achieved. He made skilful use 
of the parallels between the two countries as well as the 
differences, for example that he, like Indian politicians, 
was making his speeches in a language not his mother- 
tongue, and that a substantial portion of present South 
African legislators or office-holders had seen the inside of 
gaol or been actual rebels. 

South Africa is new and remote; India is ancient and 
near the hub of the modern world, a hub that could be said 
to be moving steadily eastward from its former location in 
Europe. Both countries are self-conscious, but the self- 
consciousness of lusty youth is different from that of ancient 
dignity. “‘ What do they know of India who only Africa 
know?” There is a feeling in India that the South 
Africans are too ready to conclude that India is, as it were, a 
coolie country. If so, this visit must have helped con- 
siderably to change that outlook. One suspects that the 
features which the Delegation on their return will find most 
prominent in their recollection will be not so much the 
dimensions of the country—after all South Africa is a 
country that thinks in distances—nor even its diversity, 
for South Africa has as intimate a consciousness of diversity 
as any other country in the world, but the density of its 
population, the magnificence of its scenery, and the 
trying nature of its climate in the between-monsoon period 
—over a great part of the country the most unpleasant time 
of the year. They will have an impression, too, of the 
age and power of the Indian civilisation, and may realise 
better that the Indians in South Africa, though in perhaps 
an inarticulate way, do represent something in the culture 
of the world. 

The Delegation came to build up ties of understanding 
and to observe, and anyone who has the interests of both 
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the countries at heart must hope devoutly that true observa- 
tion was not buried under hospitality; for in matters of the 
sort eternally at issue between South Africa and India 
mutual knowledge is a great, if not the only solvent. 
India will always respond to a “‘ gentleman’s agreement.” 
It is precisely because in the past she feels she has not 
been treated as a gentleman that she has resented the South 
African position. 

Indo-South African relations offer an example of a class 
of problem that is bound to grow more acute; for in essence 
it is the same as that presented by the contrast between, say, 
Australian emptiness and Japanese surplus. The Indian 
is a better colonist than the Japanese; for like the English- 
man, or at least like the Englishman of former decades, 
he takes his own world with him and sets it down in his 
new surroundings. In that translated world he is content 
to live and work without pining unduly for the land he left 
behind him. He is, in addition, frugal. His homeland is 
undoubtedly crowded, and Dominion India of the near 
future will question increasingly the exclusion of Indian 
emigrants from countries suitable for them. In one way or 
another, this problem is presenting itself all over the 
eastern and southern seas, not only, although predomin- 
antly, in parts of the Commonwealth. It is almost a 
chronic sore in Africa, it is coming into prominence in 
Ceylon and Malaya, it is perennial in Fiji, and recently it 
cropped up in a limited form in French Indo-China. 
India offers an enormous market, one of the best in the 
world, and the signs of the future are that access to this 
market will tend to be governed by the treatment accorded 
to Indians in other countries. 


II. THe Viceroy’s ADDRESS 


IS Excellency gave his first address to both Houses 
of the Indian Legislature on September 21, 1936. The 
Congress party absented themselves en b/oc. It might be 
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hazatded that not all Congressmen approved of this 
abstention; some indeed were rather ashamed of it. The 
action is significant in two ways, as illustrating, first, the 
discipline which the Congress have been able to work up 
in their legislative representatives, and, secondly, the 
determination of the guiding spirits behind the Congress 
to widen the gulf between them and the Government in 
India, or, perhaps one might better say, to prevent any 
narrowing of that gulf. 

The speech itself took a different line from most of those 
made on similar occasions in the past, in that it was less a 
catalogue of achievements than a general reflection on the 
position of India to-day and the main problems impending. 
I am taking all possible steps to expedite the investigation and 
disposal of those problems (é.e. bearing on the inauguration of 
federation). . . . The question is receiving day by day my own 
close personal attention. 

A pregnant reflection that might well awake echoes 
elsewhere was : 

I am moved on occasions to ask myself . . . whether we are not 
in some danger of finding ourselves so engrossed in the multi- 
farious details of the plan as to lose sight of the essential outlines 
of the structure and, at times, even of the splendid vision that 
has moved and inspired its inception. In truth the moment 
has come for a due appraisement of the fabric as a whole. 

The Viceroy went on to compare the position in India 
with the “‘ dark and ominous background of contemporary 
world events”. In Europe dictatorships were arising on 
all hands and civil war was rending an ancient and proud 
country. ‘The world in one way or another was witnessing 
the “recrudescence of the rule of force”. India was 
attempting to extend the realm of the rule of persuasion, 
and, whether this great effort were to fail or not, it would be 
to Great Britain’s abiding credit that it was attempted. 

Commenting on the formation or development of 
political parties in India, a point which has been dwelt 
on more than once before, Lord Linlithgow remarked that 
“ it was easy to overestimate the power of the party manager 
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to influence the course of party evolution and to fall into 
the capital error of forgetting that in these matters it is the 
electorate that shapes parties as well as policies”. Perhaps 
the wish here was father to the thought. India now and 
for a long time to come will continue to offer great scope for 
the party leader in the sense of a man who can touch 
imagination and hearts, and even for the mere spellbinder. 
Like all countries accustomed to authoritarian government, 
India likes leaders who can lead; her trouble is that too few 
such men appear. For electorates to shape parties in the 
real sense of the word, they must think as well as feel. If 
they only feel, then they are ripe for the leader who can 
play on them, and it is he rather than they who will do the 
shaping. ‘The enlarged Indian electorates of the immedi- 
ate future are likely, if a real leader emerges, to offer him the 
following of every leader’s dream, one that will not reason 
why but merely follow. 

Nothing could be more in the interests of India than the 
emergence of real parties; for the survival of democratic 
government at all could reasonably be held to depend on 
the survival of a party system. It is one of the chief argu- 
ments for political reforms in India that they may enable 
such a system to develop before it is too late. Possibly 
some such feeling is behind the urge for an early achieve- 
ment of federated India; but the first effect of the changes 
can hardly fail to be to offer great opportunities to in- 
dividuals who have the power of moving an uncritical 
mass. 

Comments on the Viceroy’s address to the Legislature 
were united in admitting the sincerity of the speech but 
divided on its implicit approval of the new constitutional 
scheme. One paper even compared the present régime 
with that of Curzon, and found, strangely enough, a real 
concern for Indian as opposed to Imperial interests to be a 
characteristic of the earlier régime rather than of the 
later. There is something in this criticism, but in a way 
the deprecated change is a reflection of a shrinking world. 
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The criticisms of the new constitution prompted by His 
Excellency’s speech offer nothing that has not been 
retailed at length, and frequently, in the last three years. 


III. Concress DEVELOPMENTS 


GOOD deal of interest attached to the manifesto 

adopted by the All-India Congress Committee to- 
watds the end of August. It contained nothing new, 
however, unless a certain added emphasis on such points as 
the “ poverty-stricken masses of to-day are in the grip of 
abject poverty and destitution”, or “ relief to the smaller 
peasantry by a substantial reduction of the agricultural 
rent and revenue now paid by them and exempting the 
uneconomic holdings from the payment of rent and 
revenue ”’, can be taken as indicating the influence of the 
present President. The Congress “offers that joint 
nat‘onal front which comprises all classes and communities 
and together by their desire to free India and end the 
exploitation of her people... .” This is quite true. It 
is at once the explanation and justification of the Congress 
that it has served as the vehicle for the urge to Indian 
autonomy or independence. Once a serious degree of 
autonomy or independence is reached, the Congress is 
likely to find matters—and itself—changed. 

The object of entry into the legislatures is declared to be 
not to co-operate in any way with the Act, but to combat it and 
seek the end of it . . . to carry out . . . the Congress policy 
of the rejection of the Act and resist British Imperialism. 

The manifesto declares that Congress realises that inde- 
pendence cannot be achieved through these legislatures, 
nor can problems of poverty and unemployment be 
effectively tackled by them. Undoubtedly, however, the 
Congress is well aware of the degree to which the future 
legislatures will be usable towards nationalist ends. True 
leaders do not lose sight of the fact that the central legis- 
latures of the future will be elected mainly by the provincial 
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bodies ; thus control of the central legislatures is a reflection 
of control in the provinces, and a single caucus may guide 
both the provincial and the federal outlook. The drive 
for a speedy realisation of federation heightens the import- 
ance of this aspect. 

The acceptance of office was postponed for decision 
“after the elections ”, with the rider that in any event the 
Congress stood for the rejection of the Act. The leaders 
are wise in adopting this attitude. It may be taken as 
reasonably certain that where the Congress secures a clear 
majority it will take office and use it to the utmost. It is 
unlikely to take office without a positive majority. Where 
it does not actually take office, it will function as a constant 
and intransigent Opposition, and we may quite possibly 
see Congress Ministries in one province more or less 
working the new Act while Congress Oppositions in 
another work against it. Such aspectacle need not arouse 
surprise or consternation. Political developments are 
rarely instantaneous, and inconsistencies of this kind will 
really be illustrations of the passage from the freedom of 
criticism to the responsibilities of government, in fact 
towards the emergence of real parties. Their emergence 
is of great importance for the future of India and may 
decide the form its government will take. It is, however, a 
characteristic of human beings to be often unaware of 
developments in or around them, even of the most vital 
importance; thus a large section of the Indian political 
world have apparently no idea of the real nature of the 
changes they are witnessing or even assisting. 

As an indication of the differing opinions on this tepic 
one may quote an interesting comment from the Hindu, 
the chief English nationalist paper in the South and perhaps 
the best in the country, which declares pointedly that the 


Congress by accepting office would be acting in conformity with 
the known wishes of the electorate. . . . If to-day there is a 
dispute in the Congress ranks on this matter, that is due to the 
fears that the powers transferred to the electorate and its repre- 
sentatives will be merely illusory. It is up to the powers that 
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be to demonstrate that these fears are unfounded. It is equally 
the duty of the great national organisation . . . not to interpose 
needless obstacles in the Congress atmosphere of mutual 
toleration. 


The last phrase is significant and from it the paper goes on 
to deprecate the decision of the Congress party in the 
Assembly to absent themselves when the Viceroy addressed 
the Legislature. 

So deep have differences gone that leaders have expressed 
their differences publicly and categorically on the platform. 
Thus in a speech at Madras Pandit Nehru declared that 
so far as Congress is concerned, it is going to do everything to 
wreck, destroy and uproot the new constitution. The forcing 
of the new constitution despite the unanimous apy ee of 
India will mean an invitation to revolt. It would be a fatal error 


for the Congress to accept office. That inevitably would involve 
co-operation with British imperialism. 


This is in piquant but significant contrast with the statement 
issued to the press by Mr. Satyamurti to the effect that for 
Congressmen not to accept office in the provinces, were 
they to get a majority, would be directly playing into the 


hands of British imperialism and its worst allies in the 
country, namely, communalists and reactionaries. “In 
saying this, I believe that I represent the vast majority of 
the Congress opinion in the province.” 

The contradiction is complete. The almost habitual 
over-emphasis of Congress statements makes caution in 
interpretation advisable, but it might be said with little 
hesitation that Mr. Satyamurti shows the greater apprecia- 
tion of realities. The Pandit is to a large extent in the 
hands of theory, a weakness that tends to become more 
pronounced. His rival, on the other hand, has his gaze 
fixed on the actual facts of government in the future, and, 
perhaps because of his experience in legislatures, he 
realises that whatever the doctrinaires may say the momen- 
tum of a going concern is difficult to arrest, and what 
should therefore be aimed at is to getbehindthatmomentum 
in order to direct it. 
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There has been a good deal of speculation over the 
succession to Jawahar Lal Nehru as President of the Con- 
gtess. His short term ends with this year. Suggestions, 
sponsored it is said by Mr. Gandhi, have been made in 
favour of a three-year tenure for Presidents, beginning 
with the Pandit. These met with strong opposition from 
various quarters. Congress on the whole is still attached 
to its yearly succession of Presidents, and perhaps uncon- 
sciously subscribes to Rousseau’s dictum that the only 
moment of freedom is when the voter is recording his vote. 
Those who have observed Congress at work and the 
markedly authoritarian tinge its leaders so readily assume, 
particularly under the present régime, will wonder neither 
at the proposal for extension nor at the opposing reaction 
on the part of all in Congress who retain what might be 
termed the liberal outlook. These last, however, are a 
diminishing element both in numbers and in weight, 
and are to be found mostly among the older men. There 
is a fascist urge observable in Congress—also a socialist 
urge. The most interesting political speculation of to-day 
is how the two will mingle. 

Presuming a fresh election, a strong candidate will 
probably be Abdul Ghafar Khan. It is said that he can 
command large socialist support because of his opposition 
to entry into office. There is no doubt that his election 
will be popular and appreciated, and if he chooses to run it 
seems certain that he will be elected. The fact that he is a 
Moslem is much in his favour; for Congress, a pre- 
dominantly Hindu body, is keenly alive to the advantage 
of emphasising its Moslem appeal. 

The socialist objection to acceptance of office is probably 
based on a fear that the Congress party in provincial office 
would be Amurath succeeding Amurath. When the 
franchise is still further widened and the growing industrial 
proletariat in India commands its block of votes, this 
attitude will probably be found to have weakened. Sucha 
weakening can already be detected in Bengal, but the 
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probabilities are that the socialists’ distrust of a party they 
still regard as a propertied, essentially bourgeois organisa- 
tion will continue at any rate till suspicions or fears have 
been tested by events. 


IV. PREPARING FOR THE ELECTIONS 


¢ 


: HE dogs bark but the caravan moves on.” There 

is a constant yapping about the acceptance of office, 
but the Congress goes steadily ahead with its electoral 
preparations. Once again it is the South that leads in 
political acumen and preparation; in both the southern 
Presidencies the Congress electoral organisation has reached 
a high standard. A foretaste of this was given in the last 
Assembly elections in Madras, when the Justice party were 
notonlydefeatedbutrouted. Bombay has taken a leaf outof 
the Madras book, and local committees cover every electoral 
area. They follow the practice in England, where parties 
take steps to put newcomers or others on the rolls, and few 
will escape the Congress net if the present pressure 
continues, 

The latest Bombay indications of an electorate much 
in excess of expectations show how well the work has 
been done. The number of women brought on to the 
roll is particularly impressive, and the New India may well 
reflect to a greater extent than was anticipated—or than is 
welcome—the influence and ideas of the more extreme sex. 

Apart from the actual more or less mechanical matter of 
getting names, the Bombay provincial committees have 
been asked to survey their territory constituency by 
constituency, report on the temper of the people, discuss 
the chances of Congress success in respect of each seat, 
and draw up an exhaustive general report of the election 
prospects. This sounds almost excessively ambitious, but 
it shows the correct political perspective. The idea is, 
after weighing up the characteristics of the constituency or 
the electorate, to choose the candidate best suited for it. 
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Where personality and bluff are indicated, an endeavour 
will be made to supply them. In fact a real political caucus 
is in process of formation. Dr. Subbarayan, a former 
Minister of Madras and now one of its Congress leaders, is 
of the opinion that the Congress will secure a majority 
in five provinces, including the two southern Presidencies 
and the Central Provinces. His prediction is probably 
correct as regards Madras and the Central Provinces, 
possibly also as regards Bombay. 

The whole point about the acceptance of office issue is 
that it will fall, when the time comes, like a ripe fruit. 
Some of the unceasing controversy is in the nature of a 
smoke screen to conceal a timely withdrawal from a former 
position. It may even be that the chief protagonists have 
actually been put up for the purpose. It is impossible to 
believe that after all the intensive electoral work to capture 
the legislatures the logical corollary of office acceptance will 
not ensue. Men who can refuse power are indeed rare, 
and although the Congress may, and indeed does, contain 
one or two, it does not contain any more than an average 
body of men—certainly not enough to prevent the con- 
stitution’s being taken and worked. 

It is important to realise, however, that working the 
constitution does not necessarily, or indeed at all, imply 
working it on British lines or on accepted lines. It is 
practically certain that the constitution will be worked, but 
it is equally certain that a determined attempt will be made 
to work it on purely Indian lines, which may be as dis- 
pleasing as they are surprising to its British originators. 

The approach of the elections has inevitably brought 
forward the famous Poona Pact from the region of theory 
to one of fact. The difficulties inherent in its complicated 
procedure are realisable to some extent merely from perusal, 
but its actual efficacy, or, as the cynics would say, the extent 
to which it will disappoint the hopes of its framers, can 
only be determined by the actual test of elections. No 
paper scheme can give life; at the most it can only direct 
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or possibly constrain; it is precisely the problem of the 
depressed classes that politically speaking they have not 
yet become alive. Their unity has never, as a political 
fact, been notably stable or even achieved, and for all the 
great efforts of Dr. Ambedkar and others this section of the 
population is dumb and to a large degree uninterested in 
the theories of its so-called leaders. 

One should understand the peculiar connotation of the 
word “leader” in this country. It is not necessary to 
have a following before you become a leader; in fact 
there have been movements in India which consisted entirely 
of leaders. In a country of developing political conscious- 
ness, this is not unnatural, for every movement starts 
from a single brain, will and purpose. In the West, 
however, we expect to see develop behind the leader a 
more or less coherent and disciplined mass. ‘The depressed 
classes in India so far show no signs of such cohesion. 
Already in Bombay these classes are split into three groups 
among themselves, and when the elections come the chances 
are that many if not most of them will vote on lines not 


laid down by the interests of their class as interpreted by 
their leaders. In fact, they are ready and ripe to be 


plucked by the spellbinder or a diligent and persuasive 
caucus. 


V. FEDERATION AHEAD ? 


HEtempoquickensastheelectionsapproach. By March 

all the provincial elections will be over, the constitution 
of the new Houses will be known, the acceptance of office 
issue will be settled and Ministries either appointed or 
foreshadowed. Though provincial autonomy takes the 
forefront of the stage, the quickening tempo has affected 
also Part II of the Act, and we are witnessing the beginnings 
of a federation drive. The intention is that special officers 
will visit the various States in order to discuss the points of 
difficulty or difference and so accelerate decisions regarding 


entry. There will be hesitations and even regrets, but the 
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detached observer can have only one conclusion, namely, 
that the number of State units in India that could, if they 
wanted to, remain outside the federation orbit is small. 
On the other hand, if this number stood outside, the 
multitude of lesser States could do so also. It is this 
circumstance that lends special importance to the attitude 
of such States as Hyderabad, Mysore and Travancore. The 
premier Indian State has for long attacked the federation 
problem with diligence, thoroughness and skill, and has not 
hesitated to enlist the most expert legal and other aid from 
the United Kingdom as well as India. ‘The omens are that 
it will federate, and the others of the major group also. 
That being so, it may be taken as certain that federation 
will come. April 1, 1938, may prove on the optimistic 
side as the commencing date, but is not impossible. A year 
later seems more likely. 


India, 
October 22, 1936. 





FREE STATE OR REPUBLIC? 


I. THe By-ELEcTIONS AND AFTER 


HOSE who believed that the sweeping victory of the 

Lord Mayor, Alderman Byrne, in the Dublin municipal 
elections last June * indicated that Mr. de Valera’s power 
and popularity were on the wane have been sadly dis- 
illusioned. The two by-elections that took place in 
August in Galway and Wexford prove conclusively that 
he is still the political leader of the Irish Free State and 
that his seat in the saddle is firmer than ever. In both 
constituencies the United Ireland (or Cosgrave) party 
appealed to the clan feeling, so strong in Irish politics, by 
choosing as candidates close but non-resident relatives of 
the deceased deputies, and these were opposed by local 
Fianna Fail politicians. In Galway the United Ireland 
candidate was Professor James Hogan, professor of history 
at Cork University College and a brother of Mr. Patrick 
Hogan, Minister for Agriculture in the Cosgrave Govern- 
ment, whose untimely accidental death had caused the 
vacancy.t Professor Hogan is a man of great ability and 
charm with a splendid record of national service, and a 
scholar of considerable achievement. Both in the Anglo- 
Irish conflict and in the subsequent civil war he played a 
conspicuous part. It was his courageous action in August 
1934 that led to the resignation of General O’Duffy from 
the leadership of the United Ireland party.{ But, like 
many academic people, his interest lies rather in the theory 
than in the practice of politics, and he lacks his late brothet’s 
realistic grasp of affairs. 


* See THE Rounp Tastg, No. 104, September 1936, p. 788, 789. 
t+ See THE Rounp Tasz, No. 104, September 1936, p. 790. 
t¢ See THe Rounp Tastez, No. 97, December 1934, p. 159. 


150 





THE BY-ELECTIONS AND AFTER 


Soon after the start of the election campaign it became 
clear that he had his own views as to the future policy 
of the United Ireland party, and that he intended to try 
to outbid Mr. de Valera for Republican support. In 
an interview, which appeared in the Irish papers on August 
7, he declared that Ireland had outgrown the Treaty of 
1921, which was merely the jumping-off ground from 
which we should reach a competely independent and 
united Ireland. He objected to the declaration of a 
republic for the Free State alone, on the ground that it 
would postpone, if it did not make impossible, the realisa- 
tion of an all-Ireland republic. Partition, he said, was 
maintained by Great Britain against the spirit, if not 
against the letter, of the Treaty. He then suggested as 
an immediate solution that the British Government, whilst 
allowing Northern Ireland to retain her existing autonomy, 
should hand over the reserved services and powers to the 
Free State. The rest, he said, would follow in its own 
good time. He concluded by suggesting that the British 
political system was wide enough to contain an Irish 
republic. 

Whatever one’s views as to the political wisdom of this 
declaration, it seems clear that, if made at all, it should 
only have been made as a statement of party policy by Mr. 
Cosgrave himself. The effect on the ordinary voter could 
only be confusing, because if he agreed with Professor 
Hogan’s views it would be better for him to vote for 
Mr. de Valera’s candidate, Mr. Niland, who could put 
them into practice more effectively, and if he disagreed 
with them he could not vote at all. Nor was the position 
clarified by Professor Hogan’s further declaration on the 
eve of the poll that he was prepared to co-operate with the 
Fianna Fail party against “the ancient enemy England ” 
in the cause of Irish unity, a declaration which Mr. de 
Valera caustically welcomed as a sign of repentance. 

Mr. Cosgrave himself, speaking on July 26 at the party 
convention that selected Professor Hogan, said that a new 
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constitution, no matter how framed, could not remedy 
the partition of the country, any more than it could be 
remedied by verbal broadsides delivered by veteran warriors 
comfortably ensconced in Free State armchairs, a reference 
that might well have been applied to his own candidate. 
Mr. de Valera’s constitution-mongering policy, he said, 
was framed for one purpose only—to divert the opinion 
of the electors from the real issues affecting the people. 
Mr. de Valera, on the other hand, said at the opening of 
the election that, if the result indicated that the people 
wanted a change of Government, then it would be necessary 
for the Government to have a general election and let 
them choose. They proposed, he said, to give the country 
a constitution regulating all the machinery of its internal 
government, of such a character that if at any time it wanted 
to declare a republic there would be no necessity to change 
a single line. 

Speaking later at Wexford on August 14, he said that 
the Government’s aim was complete freedom in this 
country, not for a part of it but for the whole island, and 
this aim was best expressed by the term republic. There 
was, he added, a section in the North who were not pre- 
pared at present to come into an all-Ireland parliament, 
no matter what its relations with Great Britain might be. 
They could not reach their goal unless some method could 
be found by which they would be able to bring about the 
unity of the country and get a satisfactory relationship 
between themselves and Great Britain. In another speech 
at New Ross on August 14 he offered to set up an im- 
partial commission composed of a leading judge or con- 
stitutional lawyer, a professor or student of history, and 
some person qualified to examine documents, presided 
over if necessary by a bishop, to inquire into the events 
leading up to the signing of the Treaty and the outbreak 
of the civil war. To this offer Mr. Cosgrave replied by 
saying that the problems of to-day constituted for the 
people of this country a more important issue than the 
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events of fifteen years ago. He might have added that 
the findings of such a commission, even if unanimous, 
which would be very unlikely, would not alter or resolve 
the fundamental differences of approach and mentality out 
of which the civil war arose. 

Mr. Sean T. O’Kelly, who is Minister for Local Govern- 
ment and Vice-President of the Executive Council, inno- 
cently contributed to the humour of the hustings by 
declaring that the Government were out to smash their 
way out of the British Empire. Mr. O’Kelly, who is not 
really as ferocious or dangerous as he sounds, does not 
yet seem to have heard of the Statute of Westminster, or, 
if he has, no doubt thinks that the electors of Galway 
have not. On the whole, however, both elections were 
fought in a spirit of good humour and courtesy creditable 
to all parties and of vital importance to our ordered 
political development. 

In Wexford the United Ireland party candidate was 
Captain J. Esmonde, a relative of Sir O. Esmonde, the 
deceased deputy, and the Fianna Fail candidate was Mr. D. 
Allen. In both Galway and Wexford the extreme Re- 
publican party ran candidates, in Galway the venerable 
Count Plunkett and in Wexford Mr. S. Hayes. In Wex- 
ford the Labour party also ran a candidate. The result 
in both elections was similar. At Galway Mr. de Valera’s 
candidate secured a majority of 14,022 votes over the 
combined poll of the other candidates, the Republican 
polling only 2,696 votes. The United Ireland party poll 
fell by a thousand votes as compared with the recent 
by-election in the same constituency. In Wexford the 
Fianna Fail candidate had a majority of 952 over the other 
three candidates combined, and a majority of 6,529 over 
the United Ireland party candidate. Here again the 
Republican candidate was at the bottom of the poll, with 
only 1,301 votes. 

In a message issued after the election Mr. de Valera 
said that no one could fail to appreciate the significance 
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of the results. The Government could face the work 
that lay before them in the coming year with stout hearts, 
knowing that in their effort to surmount the obstacles in 
their path they would have the unwavering support of 
the great majority of the people. Was it too much to 
ask, he added, that the minority would now cease obstruc- 
tive tactics and bend their efforts to help the Government 
in the constructive work—national, economic, social and 
cultural—on which they were engaged ? 

To which Mr. Cosgrave replied that the policy on which 
Fianna Fail won the Wexford and Galway elections con- 
tained, albeit fourteen years too late, a clear assertion of 
the right of the majority of Irish people to legislate for 
and govern the country. The political verdict for that 
principle was one that should be welcomed by every 
section of the community. The policy of the Fianna Fail 
party, however, pretended to assert the desirability of 
continuing to the bitter end what they had described as 
“the economic war”, and of destroying the country’s 
membership of “the Commonwealth of Nations”. In- 
asmuch as these two objectives, in his party’s opinion, 
meant the economic ruin of their people, the indefinite 
postponement of national unity, and the abandonment of 
real sovereignty and freedom for a united Ireland, they 
should continue resolutely to oppose them, in the convic- 
tion that eventually the Irish people would come to realise 
that in these matters the United Ireland party stood for 
the real national interest, as they stood for it when they 
insisted on the ultimate and essential necessity of vindicat- 
ing the right of majority rule. The policy of his party, he 
added, was a united Ireland as a free and independent 
nation in “‘ the Commonwealth of Nations”, a national 
economy founded on a prosperous agricultural industry, 
operated so as to provide a profit not only for the farmers 
and labourers on the land, but indeed for the whole com- 
munity, and a healthy development of Irish industry, 
together with a growing international trade. On this 
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basis alone could the standard of living be raised and the 
agricultural community delivered from the fate of being 
permanently reduced to the level of impoverished peasants. 
It is perhaps unfortunate that this statement of policy did 
not precede the by-elections, but it was certainly necessary 
after Professor Hogan’s republican excursions. 

It is interesting to note that Mr. de Valera’s speeches 
now invariably suggest that an all-Ireland republic, which 
is the only kind he wants, is something desirable rather 
than possible. In fact, speaking at the opening of the 
new Cork City Hall on September 8, he indicated, in spite 
of the rude interruptions of several Republican Amazons, 
that the revival of the Irish language was of more immediate 
importance than the establishment of a republic, a state- 
ment which caused a shrewd political observer present to 
comment that the language appeared to be taking the 
place of the republic. 

Be that as it may, the by-elections certainly demonstrate 
that Mr. de Valera’s personal ascendancy is still unchal- 
lenged, and that, as has been pointed out before in these 
columns,* he is now at the summit of his power. It is 
of course true, however, that the by-elections, being in 
each case for one seat only, were not fought under the 
ordinary system of proportional representation, and that 
therefore a general election might not show such decisive 
results. The only thing that could affect Mr. de Valera’s 
position is the danger of an increasing physical blindness, 
which both friends and opponents sincerely hope will not 
be realised. Without his leadership and strong romantic 
personal appeal, his party would soon cease to control the 
country; for they have no one to take his place. 

The secret of that appeal is not easy to determine. He 
is certainly not an inspiring speaker, his elocution is poor, 
and, apart from a very distinctive personal appearance and 
a gracious manner, he has few of the attributes associated 
with popular demagogues. The secret is more probably 

* See THE Rounp Tasg, No. 102, March 1936, p. 349. 
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to be found in his romantic foreign origin, his revolutionary 
career, and the conviction of sincerity of purpose he 
undoubtedly conveys. Like Gladstone, he takes an apos- 
tolic view of his political mission and is able to impress 
it on others, but, like Gladstone also, he is thought by his 
opponents to be actuated by cunning hypocrisy and love 
of power rather than divine inspiration. His approach to 
political problems, it must be confessed, is mathematical 
rather than human. Moreover, he has few confidants and 
fewer advisers. He keeps himself aloof and somewhat 
remote from the rank and file of his followers, to whom 
he assumes the rdle of oracle rather than adviser, and some 
of whom he clearly, and perhaps naturally, rather tolerates 
than admires. ‘To them he is known as the “ Chief”, a 
word that has deep roots and implications in Irish social 
and political history. But he realises quite well that his 
position is not that of a dictator, and that it must be based 
on affection rather than bayonets. 

The most valuable result of the by-elections is that they 
show that the people strongly approve of his tardy decision 
to deal firmly with the so-called Irish Republican Army, 
the militant wing of the extreme Republican organisation. 
In his last speech during the Galway election he said that 
he wanted to speak on something that was more important 
than any other issue, direct or indirect, at stake in the 
election, the fundamental question whether they wanted 
ordered, peaceful conditions in the country or not. If 
they wanted these conditions, was there any sane person, 
he asked, who thought they could be realised if a group 
of individuals or a section of the community, without any 
authority except that which they arrogated to themselves, 
could equip and maintain armed forces with the avowed 
object of taking the field at a suitable time against the rest 
of the community—the majority of the people—unless 
indeed the majority yielded to their will; and in the mean- 
time claimed the right to take the lives of their own mem- 
bers or other members of the community, whom they 
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deemed to be offending against their code? Bloodshed 
and anarchy would, he declared, be the inevitable outcome 
of tolerating such an organisation. He then referred to 
the “callous and cowardly murder” of Admiral Somer- 
ville, and described a speech made by Miss Mary Mac- 
Swiney, the well-known Republican diehard, during the 
election campaign, as a condonation of and attempt to 
justify these crimes. Such condonation and justification 
must, he said, be an encouragement to those who planned 
and carried out those murders—encouragement to plan 
and commit more. 

Mr. Cosgrave’s comment on this speech was that it was 
the appeal of a fond parent to an erring child, because the 
men who shot Admiral Somerville were brought into 
existence by the policies pursued by the Fianna Fail party 
and its leader. But for that leader no blow would ever 
have been struck in Ireland against an Irish Government. 
But for his fostering care, his ambiguous speeches, his 
skilful appeals to national tradition, there would now be 
no arms in the hands of any body of Irishmen in the Free 
State save the army and police. And Miss MacSwiney 
herself, from another angle, was not slow to reply that 
every word she had said in Galway or elsewhere, in con- 
demnation of “ Mr. de Valera’s coercion to-day ”, could 
be paralleled from his own speeches in 1931, when he 
denounced the introduction of the Act he is now using 
himself against the I.R.A.—the Act that established the 
Military Tribunal and gave the police special powers to 
deal with political offences. 

She went on to warn him that if he tried to substitute 
“Document Number Two ”, the compromise he suggested 
during the treaty discussion in 1922, for the Republic pro- 
claimed in 1916, then he was going the way of his pre- 
decessors, and their responsibility would be his also. His 
reputation as an Irishman would, she said, depend on his 
fidelity to his oath to the Republic. It would be well, she 
added, for the British to note that no deal would be of 
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any use to them in wartime that purported to maintain 
here any status other than that of the Republic of Ireland— 
outside the British Empire. Anything less would mean, in 
the future as in the past, that England’s difficulty would 
be Ireland’s opportunity to break every link. 

Mr. de Valera’s relations with the I.R.A. have not been 
sweetened by this controversy, but he has undoubtedly 
strengthened his position considerably with all sensible 
people. It does not seem just or generous for the Cos- 
gtave party to taunt him, as some of them did during the 
elections, with using the Military Tribunal, which is their 
own creation and the only effective means of dealing with 
political criminals in this country. 

Further fuel was added to the Republican fire by the 
suicide of Sean Glynn, a delicate young member of the 
I.R.A., who was confined as a political prisoner in the 
military prison at Arbour Hill, Dublin. The inquest was 
naturally used for propaganda purposes by the I.R.A., but 
Mr. Maurice Twomey, their leader, at present serving a 
sentence in this prison, had to admit, when giving evidence 
at the inquest, that, whilst the military officials administered 
the regulations firmly, they did no more than their duty. 
The coroner’s jury found that the deceased man was not 
a fit subject for solitary confinement. Subsequently the 
Government announced some relaxation of the regulations 
preventing intercourse between the prisoners. The 
National Association of old I.R.A. members, which has 
recently been organised to unite the various elements into 
which they were hitherto divided, has demanded an assur- 
ance from the Government that the recognised rights of 
political prisoners will in future be fully guaranteed. 

The publicly declared aims of this new organisation are 
to unite the I.R.A. veterans of the Anglo-Irish fight on 
the basis of the Republic proclaimed in 1916—whatever 
that may mean—and to safeguard their interests. At the 
first meeting a resolution was passed unanimously demand- 
ing that no public representative from the Free State should 
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attend the Coronation next year. Subsequently Mr. de 
Valera received a deputation from this association which 
put forward for consideration by the Government a 
scheme of assistance for old I.R.A. men suffering from 
unemployment or physical disability. Meanwhile, it may 
be noted that the Government has refused to participate 
in the proceedings of the special commission set up to 
make preparation for Dominion participation in the 
Coronation ceremony. 


Il, Tut New Constitution 


S the Dail has adjourned till November 4, and as the 

Bill for outlining the proposals for a new constitution 
is not likely to be introduced for some time after the Dail 
re-assembles, it is not possible at present to do more than 
anticipate its provisions. It is, however, clear from Mr. 
de Valera’s public pronouncements that the new constitu- 
tion will transform the Free State into a republic in every- 
thing but name. It may be gathered from his statements 
that the King will be entirely eliminated from the con- 
stitution, and that the new head of the state will be elected 
by the people and represent nobody but the people. The 
situation that will then arise will be virtually that con- 
templated by the famous Document Number Two, which 
Mr. de Valera proposed as a substitute for the Treaty 
of 1921, namely a Free State in association with the British 
Commonwealth but yielding no allegiance to the King. 
The powers and functions to be given to the new head of 
the state, who will no doubt be Mr. de Valera himself, 
have not been indicated. 

A constitution of this kind would undoubtedly be 
preferable to the present confused position, which leaves 
us without any proper head of the State and no national 
symbol except the flag. But it would still leave our rela- 
tionship with the British Commonwealth vague and 
undefined and might well lead to serious friction with 
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Great Britain. One of Mr. de Valera’s journalistic en- 
tourage, Mr. Hugh Blackham, has recently suggested that 
adult suffrage in the Free State should be qualified by 
granting votes only to the head of each family according 
to the number of persons in the family. It is doubtful 
whether Mr. de Valera will adopt this sensible suggestion, 
for too much of his support comes from irresponsible 
elements to make it attractive; but it is obvious that 
our present system of unqualified adult suffrage is entirely 
unsuited to the social framework and necessities of our 
essentially patriarchal and agricultural society, and is 
responsible for many of our difficulties. 

The report of the commission set up to make recom- 
mendations in regard to the functions and constitution of 
an alternative chamber to the late Senate,* which has now 
been published, consists, as might have been expected from 
its composition, of a majority report, which is really only 
a series of majority decisions, three minority reports, and 
six notes by individual members. Publication of the 
report was due to the fact that Mr. de Valera’s paper, 
The Irish Press, secured and published a copy without the 
Government’s permission. The new second chamber, in 
the majority’s view, ought to have almost exactly the same 
powers as those to which Mr. de Valera finally reduced its 
predecessor. They recommend that its power of delaying 
an ordinary Bill should not exceed three months, and that 
in respect of a money Bill its power, as formerly, should be 
limited to making recommendations. The only extension 
of power that they propose, and it is a valuable one, is the 
tight to call for a referendum on any measure involving 
an amendment to the constitution. In their view the new 
chamber should consist of forty-five members over 35 
years of age, fifteen of whom should be nominated by 
the President of the Executive Council, and the remaining 
thirty elected according to a system that can only be 
described as fantastic. After each general election the new 


* See THE Rounp TaBLE, No. 104, September 1936, p. 785. 
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Dail should choose a nominating body, which in turn 
should select a panel of candidates for the Senate, to be 
placed finally before an electoral college consisting of the 
candidates at the previous general election to the Dail 
voting on a sliding scale according to the support they 
received at the election. 

The main minority report, which is signed amongst 
others by three prominent professors of the National 
University and Mr. Frank MacDermot, T.D., maintains 
with considerable truth that the primary function of a 
second chamber is to safeguard the fundamental human 
rights of the people as well as the continued existence and 
peaceful development of democratic institutions against 
encroachments by the executive. They propose a second 
chamber of fifty members, ten chosen by the President of 
the Executive Council and the remainder elected by the 
Dail from four panels selected on a vocational basis by the 
Government, public bodies and the professions. They 
would extend its power of demanding a referendum to all 
cases where the majority of the chamber believe that the 
passage of a Bill into law would raise some vital national 
issue not decided by the people. The Chief Justice, who 
was chairman of the commission, believing the exclusion 
of direct election would deprive the second chamber of all 
authority or claim to respect from the people, proposes, 
in a dissenting note, that one half of the second chamber 
should be elected by four constituencies coincident with 
the provinces of the Free State, by electors over thirty 
years of age; that voting should be compulsory, enforced 
by penalties, and that the tenure of office should be six 
years. 

It now remains for Mr. de Valera to meditate and act 
on the report. The fact that Mr. Gerald Boland, the 
Minister for Posts and Telegraphs, has been appointed 
Director of Elections by the Fianna Fail party indicates 
that Mr. de Valera’s meditations will not be protracted. 
Once the Constitution Bill has been introduced, the time 
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will be clearly ripe for a general election. For this ordeal 
the United Ireland party is ill prepared. Its party news- 
paper has ceased to appear, its funds and morale are 
equally low, and its junior organisation, the League of 
Youth, better known as the Blueshirts, is hopelessly 
divided on questions of policy and control, as usually 
happens when a party of middle-aged politicians seeks to 
control rash and irresponsible youths. Clearly the moment 
has arrived for Mr. de Valera to strike. 


III. IRELAND AND SPAIN 


HE terrible struggle in Spain has had definite reper- 
cussions in the Free State, where public opinion is 
strongly on the side of the insurgents. The outrages per- 
petrated against religion by the followers of the Spanish 
Government have caused much indignation both here and 
in Northern Ireland; for fundamentally, when the Pope is 
forgotten, there is no distinction between North and South 
in the strength of their attachment to the Christian faith. 
The Catholic Church in Ireland is naturally and properly 
alarmed at the possibility that Labour may become tainted 
by communist propaganda, and there are signs that this is 
possible. Irish Labour leaders are indeed in somewhat of 
a quandary; for the attitude of Labour in Great Britain, 
to whose unions so many Irish workers belong, and 
which supports the Spanish Government, is entirely at 
variance with the Irish belief that the insurgents stand for 
God and fatherland against atheism and communism. This 
situation has already led to friction with the English trade 
unions and will probably lead to more. Our trade unionists 
naturally feel that the English unions have no right to 
use funds to which their Irish members have subscribed 
for political purposes abroad of which those members 
strongly disapprove. 
The Irish Catholic hierarchy have ordered prayers for the 
persecuted Spanish Catholics and authorised a special 
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church collection for their relief. It might be well for 
us also to realise that the plight of the Spanish Catholics 
is largely due to lack of social policy and leadership by 
those in authority, and to unchristian divisions among the 
political leaders of the people, who, although mostly 
Catholics, neglected to apply the teachings of their faith 
to political problems. Popular feeling here has found 
expression in a new organisation called the Irish Christian 
Front, whose aims are to combat communist principles 
and propaganda at home, and abroad to supply medical 
aid to the insurgent forces in Spain. Already many public 
meetings have been held and large sums of money collected 
for this purpose. Medical supplies have in fact already 
been sent to Spain. 

Activity of another kind has been begun by General 
O’Duffy, who has found a congenial occupation in organ- 
ising a body of two thousand Irishmen whom he pzoposes 
to lead into the Spanish mé/ée at the earliest opportunity. 
The gallant general, whose energy is greater than his 
common sense, belongs to that rather dangerous category 
of second-rate men of action to whom thought is abhorrent. 
Having failed to achieve anything but senseless disturb- 
ance in Irish politics, he now turns to the Spanish civil 
war as a suitable arena for his activities, quite regardless 
of any possible international consequences. He has already 
visited and been welcomed at the camp of the insurgent 
generals and proposes to return to Spain soon with his 
battalions. The Free State Government have adhered to 
the non-intervention pact and have expressed their desire 
to participate in any practical effort towards restoring peace 
in Spain. They are hardly likely to invoke the Foreign 
Enlistment Act against General O’Duffy and his merry 
men, as they probably realise that Spain is the most suitable 
place for our Irish Don Quixote. 
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IV. Economic RECOVERY 


LL available indications prove that ripples from the 

slowly rising wave of world recovery have reached 
our shores. The trade returns for the twelve months 
ended September 1936 are the best for many years. The 
visible adverse trade balance shows a fall of £1,500,000 as 
compared with the previous year. The greater part of this 
improvement is due to the better trade relations with 
Great Britain, which are the direct result of the coal—cattle 
pact.* The export of cattle and horses alone has increased 
during the first nine months of this year by more than 
£1,000,000. During this period we have imported from 
Great Britain and Northern Ireland goods to the value of 
£15,493,261 and exported to them goods valued at 
£14,794,859. To other countries we have exported goods 
valued only at £1,360,000, whilst we have imported from 
them goods valued at £12,800,000. The failure of the 
Government’s attempt to foster foreign trade at the 
expense of that with Great Britain is now obvious. Signs 
of returning sanity are to be discovered in their agreement 
with the Governments of Great Britain and the United 
States for a trans-Atlantic air service, the European start- 
ing place of which will be the mouth of the Shannon, and 
in their consequent refusal to permit the German air service 
to use Galway as a base for experimental flights. We 
cannot revolve in two different international orbits at 
the same time, and we must make our choice and stick 
to it. 

Our national expenditure is still exceeding revenue, but 
the present deficit is half what it was this time last year. 
Moreover tax receipts show a substantial improvement. 
The annual report of the Electricity Supply Board also 
shows a further considerable increase in the sale of elec- 
tricity, and its income now exceeds expenditure by over 


* See THE Rounp TaBLE, No. 102, March 1936, pp. 356 e¢ seq. 
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£300,000, after paying interest at five per cent. to the state 
on the capital outlay of £10,000,000. 

On the other hand, the census of population, just com- 
pleted, has given a nasty shock to those of our political 
economists who justified the Government’s tariff policy 
by the necessity for providing employment for our rapidly 
increasing population. ‘The figures disclose the fact that 
since 1926 the population of the Free State has decreased 
by over 6,000; it now stands at 2,965,854. They prove 
also that there is an increasing drift from the country to 
the towns—what our humorous journal, Dublin Opinion, 
aptly describes as “rush in urbe ””’—a drift that raises 
serious urban problems and proves that no effective remedy 
has yet been found for the evils of rural depopulation. 
The population of Dublin, for instance, has increased by 
82,000 in the last ten years, a number equal to the popu- 
lation of Cork, the second largest city in the Free State. 
One reason for the general decrease in population is, of 
course, our low birth rate, which is due not to the limita- 
tion of families but to late marriages, an alternative method 
of birth control. Between the ages of 20 and 24 no less 
than 96 per cent., and between the ages of 25 and 30 no 
less than 79 per cent., of our male population are single. 
This is a higher proportion than in any other country in 
Europe. 

The flight to the towns is, of course, largely due to the 
recent emphasis on industrial development and to our lack 
of interest and pride in our main occupation, agriculture. 
This strange attitude, so unlike that in most other countries, 
has been stimulated by recent state policy and is both 
undesirable and dangerous. Experts agree that, as the 
net result of our present agricultural policy, which en- 
courages the growing of wheat and beet and restricts 
agricultural imports, there will be a marginal change-over 
of about ten per cent. from imports to home production. 
Although this is important, looked at in itself, one cannot 
say that it is going to bring about a profound change in 
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our agricultural economy. In the main, therefore, agri- 
culture must remain an exporting industry, to which we 
must look in the future as in the past for the means to pay 
for our imports. 

As regards other industries outside agriculture, the only 
real export industry we have at present is Guinness’s stout, 
and having regard to the high cost of capital, the relatively 
high level of industrial wages, the policy of protection, 
and the comparatively small domestic market, there is no 
possibility of any change in this situation. We shall in 
fact be lucky if we can maintain it. Our national policy 
at present is directly contrary to the virtually free trade 
policy which other small countries have followed in order 
to become exporters of industrial products. In the home 
market for industrial products a small increase is possible, 
but its nature is best shown by the fact that while the 
numbers employed in industrial production increased from 
32,800 in 1926 to 44,600 in 1933 the amount paid in wages 
in the same period increased only from £4 million to £4.3 
million. This industrial development is largely subsidised 
and reacts heavily on the consumer, who is also the tax- 
payer. It is dependent on tariffs and government spending 
which cannot go on indefinitely at the present rate. The 
amount of net public disbursements rose from £31,972,000 
in 1930 to £43,942,000 in 1933 (they are much higher 
now), while at the same time the value of the national 
income was declining. It is true that the public debt is 
now only £20 per head of population, but it is certain to 
rise much higher before long. 

Our continued prosperity as a creditor country depends 
in the last analysis on our substantial foreign investments, 
which are almost entirely in Great Britain and on which 
the whole structure of our foreign trade is built. No 
country has therefore a greater interest in the maintenance 
of general financial stability, the observance of international 
debt morality, and the continued prosperity of Great 


Britain. This situation is not likely to change for many 
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years, and, although at the moment our Government acts 
as if it did not exist, it must eventually be the deciding 
factor in our international and domestic policy, whether 
we remain a Free State within the British Commonwealth, 
ort decide to become a republic in probably even closer 
alliance, both political and economic, with Great Britain. 


The Irish Free State, 
November 1936. 





GREAT BRITAIN 


J. PotrricAL PATCHWORK 


S an effect, perhaps, of heightened external anxieties, 

the stream of British politics has been flowing briskly 
during the last few months. Non-intervention in Spain, 
national rearmament, trouble in Palestine, collective security 
and League reform, have furnished quite enough material 
for political controversy, even without the internal troubles 
that in a measure result from disturbance abroad. Yet, 
active as politics have been, there is no new trend or sudden 
change in their direction to record. The Government 
undoubtedly lost prestige at home (though less, perhaps, 
than they lost abroad) over the Hoare—Laval affair and, 
later, the inept handling of the question of Abyssinia’s 
rights at Geneva; and this loss they have not yet fully 
recovered. Mr. Baldwin, too, though apparently much 
invigorated by the long holiday he took in the summer and 
early autumn, has done little of late to command acclaim as a 
forceful popular leader. On the other hand, there is no sign 
of any distinct gain in popularity for the Labour party, or 
of any growing preference for Mr. Attlee as Prime Minister. 
A by-election at Clay Cross, Mr. Arthur Henderson’s 
former seat, showed no change of voting expression during 
the year’s interval. At Erdington (a Birmingham con- 
stituency that has profited appreciably by the advance of re- 
atmament)the Conservatives held the seat in a by-election by 
a majority of over 6,000, compared with nearly 10,000 in the 
general election. Labout’s poll was actually slightly higher 
than in 1929, when they won the seat; but on that occasion 
there was a three-cornered contest, and the apparent lesson 


of the by-election is that in such areas the bulk of the former 
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Liberal vote is now going to the Conservatives rather than 
their opponents (despite the fact that on this occasion the 
Labour candidate had the endorsement of Mr. Lloyd 
George’s Council of Action). “‘ The result ”, says Labour’s 
newspaper, the Daily Herald, “‘ will be studied by prudent 
Labour supporters for the light it throws on the tasks 
ahead”. So, no doubt, will the results of the municipal 
elections held on November 2. Labour losses were wide- 
spread, and several councils, on balance, were conceded to 
Conservative majorities. Nominally, these contests are 
concerned only with local issues, but Labour itself has been 
foremost in importing into them national political divisions, 
and has contended with some reason that the proper com- 
pletion of a socialist programme requires a hold over local 
as well as national government. 

The Labour party conference, held at Edinburgh early 
in October, did not display such unity and leadership as 
would attract the unattached voter who missed those 
qualities in the present Government. Over non-inter- 
vention in Spain there was an open rift. On the first day 
of the conference the party executive’s policy of cautious 
support for the Blum-Eden policy was endorsed by 
1,836,000 card votes to 519,000. But only the massed 
battalions of the trade unions carried the day ; the opposition 
(in favour of exercising the right under international law 
of helping the lawful Spanish Government) included such 
formidable leaders as Sir Charles Trevelyan and Mr. Philip 
Noel Baker; and it seems that if the debate had been 
postponed till the end of the conference the official view 
might have come much closer to rejection. For later two 
* fraternal delegates ” from the Spanish Parliament arrived, 
and moved the conference deeply by their appeals. The 
party leaders agreed to call on the acting Prime Minister to 
make representations on the latest reports of breaches of 
the non-intervention pact by Italy and Germany; and 
the conference was placated in its last hours by a fresh 
statement of the executive’s policy, declaring that if the 
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non-intervention pact was found either to be ineffective or 
to have been definitely violated Labour would urge the 
British and French Governments to lift their embargoes 
on the export of arms to the Spanish Government. This 
in fact Mr. Attlee and his colleagues did in the debate in 
the House on October 29. Yet they were unhappy and 
unconvincing in their turned coats, conscious as they must 
have been that only a very small minority of the electorate 
considers the fascist-communist clash in Europe to be an 
affair of ours, certainly not to the point of running any 
tisk of being drawn into war over it. 

It was significant that the same Labour party conference 
rejected by 1,728,000 votes to 592,000 a motion instructing 
the national executive to accept the affiliation of the Com- 
munist party. The debate gave rise to an argument as to 
whether the communists or the non-political unions pro- 
moted by Mr. George Spencer were the more to blame 
for weakening the miners’ organisation. Both have 
recently been vigorously rebuffed by orthodox trade 
unionism. A bitter dispute at the Bedwas colliery between 
the South Wales Miners’ Federation and the owners, who 
sought to confine their labour to Mr. Spencer’s Miners’ 
Industrial Union, threatened in September to plunge the 
whole industry into a strike. At the eleventh hour, how- 
ever, the owners accepted a proposal for a secret ballot 
of the men, which resulted in a majority of nearly four to 
one in favour of the Federation. ‘This was a serious blow 
for Mr. Spencer’s organisation, which derived its original 
strength from the reaction after the 1926 stoppage; at the 
same time it averted a grave clash in the coalfield which 
neither side wanted. Generally speaking, the outlook for 
industrial relations is good. 

The Conservative party conference is very different from 
its Labour counterpart. It is not a caucus able to elect a 
committee of leaders and to dictate policy, but a gathering 
of Conservative workers from the various constituencies 
to hear speeches by accepted leaders of their party and to 
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make comments on them. It is not required to endorse 
any Official programme. Hence it tends to be more re- 
bellious than a Labour conference, while at the same time 
its resolutions have no binding effect and are not infrequently 
ignored by the Conservative leaders. This yeat’s con- 
ference at Margate was chiefly remarkable for two things, 
the absence of the Prime Minister and the passage of two 
important resolutions in face of dissuasion by Cabinet 
Ministers on the platform. Mr. Baldwin, who was at the 
time breaking his holiday with a short visit to Downing 
Street, sent Mr. Neville Chamberlain to represent him—an 
episode that revived the rumour that the Chancellor would 
very shortly succeed to the Premiership. Mr. Chamberlain 
told the conference that the time had happily not yet arrived 
to make a final appraisement of Mr. Baldwin’s services to 
his party and his country, but his phrasing was certainly 
consistent with the conclusion that the opportunity might 
not be long delayed. Political gossip at present has it 
that Mr. Baldwin will resign not long after the Coronation. 

The two motions carried against the advice of Ministerial 
leaders concerned policy towards agriculture and towards 
the return of the mandates. The conference urged the 
Government, 


in order to dispel grave anxieties within the Empire and dangerous 
hopes abroad, to give an assurance that the declaration made by 
the then Foreign Secretary, Sir John Simon, to the German 
Chancellor in Berlin in March, 1935, to the effect that the cession 
of any British mandated territory was not a discussable question, 
still represents the unaltered attitude of His Majesty’s Govern- 
ment. 


Sir Samuel Hoare tried to persuade the conference to rely 
on statements already made by the Government. If the 
resolution were passed, he said, it would be regarded by 
the Government as a further expression of the country’s 
anxiety, but its passage could not, in the present sensitive 
state of international affairs, change the Government’s 
attitude. They stood by the Foreign Secretary’s statement 
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of the previous July, to the effect that, in view of the grave 
difficulties—moral, political and legal—that the transfer 
of mandated territories must raise, they hoped that with so 
many international problems still unsolved there would in 
no quarter be a desire to introduce a further cause of serious 
difficulties between the nations. ‘The conference, knowing 
that Mr. Eden’s hope had already been dashed by German 
leaders, was not appeased by these smooth words. Nor 
did it pay much heed to Mr. Elliot’s opposition to a resolu- 
tion urging the Government to impose a general protective 
tariff on agricultural produce, with a preference for the 
Dominions. The Minister of Agriculture exhorted the 
conference in vain to think twice before pinning its faith 
so absolutely to one remedy. The episode helped to con- 
firm the widespread notion that the sun of “ quotas ” has 
passed its zenith. 

One of the Conservative delegates declared, apparently 
with general agreement, that the farming community had 
never had such confidence in a Minister of Agriculture as 
it had then in Mr. Elliot. It was all the more surprising, 
therefore, when he was transferred to the Scottish Office, 
on October 29, to fill the place of the late Sir Godfrey 
Collins. Some commentators have ascribed his translation 
to a desire on the part of the Government to enter the 
discussions with the Dominions next year, on the future of 
Ottawa, with its hands freer than they would be if the 
Minister of Agriculture were still so closely associated as 
Mr. Elliot is with the device of quotas and the present 
matketing schemes. Mr. W. S. Morrison (at present the 
most likely younger “hope” for the Prime Ministership) 
succeeded Mr. Elliot at the Ministry of Agriculture, and 
the number of Liberal Nationals in the Cabinet was main- 


tained by the promotion of Mr. Hore-Belisha to Cabinet 
rank. 
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IJ. REARMAMENT 


OTH the Conservative and the Labour conferences paid 

a good deal of attention to rearmament. For the former, 
it was not a matter of any keen controversy. After a 
comprehensive speech by Sir Samuel Hoare the conference 
unanimously recorded its conviction that a policy of one- 
sided disarmament would be more likely to promote war 
than peace and would render impossible the creation of an 
effective system of collective security. The most note- 
worthy incident was the First Lord’s successful plea that a 
section of the resolution deploring opposition to recruiting 
and rearmament “in the name of peace” should not 
specifically refer to the Labour party, followed by his appeal 
to Labour for positive support. He drew a distinction 
between “‘factious partisans and many of the more tre- 
sponsible Labour leaders”. ‘To the latter he would say : 


The defence programme . . . is a national programme which 
should be supported by men and women of all parties who 
believe in democracy and are determined to strengthen the forces 
of peace in the world. The responsible leaders of Labour can 
give invaluable help. They came forward with their assistance 
in the war. Let them now, realising the issues at stake, come 
forward once again and join in carrying through a programme 
that is as essential for the cause of peace and freedom as it is 
for the security of the British Commonwealth of Nations. 


This appeal, patronising as many of those to whom it was 
addressed may have thought it, did not fall entirely upon 
stony ground. The trade unions—not only because they 
tend to be the more moderate wing of the Labour move- 
ment, but also because they have foreseen that a large-scale 
rearmament programme might become popular as a pro- 
vider of employment, not least in the depressed areas—have 
from the outset been loath to oppose it. But the Labour 
party as a whole, with its strong pacifist section and its 
condemnation and distrust of the Government’s foreign 
policy, is gravely split. ‘The party conference carried by a 
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majority of 1,738,000 votes to 657,000 a tight-rope resolu- 
tion declaring that Labour was in favour of adequate 
defence, of arming in concert with the peaceful Powers to 
a degree “conditioned by the armed strength of the 
potential aggressors ”, while in the same breath it declared 
its distrust of the Government, declined to accept responsi- 
bility for a “‘ purely competitive armament policy ”, and 
reserved “full liberty to criticise the Government’s 
rearmament programme ”’. 

This official statement of Labour policy found powerful 
supporters, including Mr. Herbert Morrison, Mr. Attlee, 
and Dr. Dalton, who painted a horrific picture of German 
rearmament, and added : 


The time has come when we must say to the fascist States, acting 
now in the Spanish case for the first time in collusion: There is 
alimit. So farand no farther. Henceforth law must be observed; 
treaties must not be broken; aggression must not be executed. 


If you have grievances, come in and join us and let us see what 
they are. 


But on the other side was a formidable array of pacifists 


like Mr. Lansbury and doctrinaire socialists like Sir Stafford 
Cripps, who opposed any increase of arms in the hands of a 
capitalist government. And from the trade unionists of the 
Right came angry demands for a more straightforward 
announcement of policy. Mr. Bevin, the chairman of the 
T.U.C., wanted plain talk to Hitler and Mussolini and a 
warning that the trade unions would not stand for weakness. 

In spite of the opposition of some sections of the Left, 
and widespread controversy and confusion about foreign 
policy, rapid rearmament may fairly be called, like the effort 
to stand aside from the fascist-communist conflict in other 
countries, a national policy. Indeed the divisions on the 
subject in the Labour party, which have left it (according to 
the labour correspondent of the Manchester Guardian) “an 
enfeebled political force”, have served merely to confirm 
political waverers in support for the Government. But 
there have been misgivings and debate about some of the 
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details of rearmament and about its scope and direction. 
The aeroplane versus battleship debate will probably not 
have been entirely silenced by the report of a special 
sub-committee of the Committee of Imperial Defence, 
which declared that the day of the capital ship is not over, 
and that to cease to build such vessels would lead to grave 
risk of disaster. It was plain to the sub-committee that 
capital ships could not be constructed so as to be in- 
destructible from the air, but they were satisfied that every- 
thing was being done to secure the maximum of immunity. 
They pointed out that other navies had not abandoned the 
capital ship,* and that over vast ranges of the ocean either 
our fleet would be out of range of enemy air forces or an 
enemy fleet would be out of range of ours. 

On the other hand, the controversy over the strategic 
future of the Mediterranean seems to have been stilled for 
the time being by emphatic governmental statement and 
action. It is understood that the defences of Malta are 
being thoroughly modernised, and its provision for anti- 
aircraft defence and air counter-attack greatly expanded. 
On his return, on September 22, from an official cruise in 
the Mediterranean, Sir Samuel Hoare declared that 
so far from there being any question of our abdicating our position 
in the Mediterranean or scuttling from Malta, we intend to face 
these new and difficult problems, to make our future position 

uite secure. . . . Air power has already made a difference, but 

do not think it is a question of revolutionising our policy. It 
is more a question of adapting ourselves to new conditions. We 
have to make the fullest possible use of our own air power. 
The First Lord of the Admiralty added that he thought we 
had not given half enough attention to Cyprus. Its 
military future was being considered, but in any case he 
felt the island ought to have a better harbour, and he had 
always thought it important from the air point of view. 

The determination still to regard the Mediterranean as 
a main theatre of imperial defence was confirmed by the 


* The new German naval programme includes a 35,000 ton battle- 
ship. 
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Foreign Secretary in the debate on the Address. A few 
days earlier (on November 1) Signor Mussolini had made a 
speech expressing Italian resentment at the British attitude 
towards his country and the Mediterranean, which was for 
Italy “her very life”, whereas for Great Britain it was 
only a short cut to some of her outlying territories. Mr. 
Eden denied the implication that the freedom to come and 
go in the Mediterranean was for Great Britain a convenience 
rather than a vital interest. 


For us the Mediterranean is not a short cut but a main arterial 
road. We do not challenge Signor Mussolini’s word that for 
Italy the Mediterranean is her very life, but we affirm that freedom 
of communication in these waters is also a vital interest in a full 
sense of the word to the British Commonwealth of Nations. In 
years gone by the interests of the two countries of the Mediter- 
ranean have been complementary rather than divergent. On the 
part of His Majesty’s Government there is every desire that those 
relations should be preserved in the future. 


These sentiments were received with cheers in the 
House. 
To return to rearmament—public opinion was recently 


disturbed by an incident in connection with Lord Nuffield’s 
part in the “shadow programme” for the manufacture 
of aero-engines. ‘The programme provides for the build- 
ing and maintenance of factories by a number of motor- 
car manufacturers, with government funds, for the pro- 
duction of various engine components. Staffs are to be 
trained and experiments pursued, but large quantities of 
finished products are to be turned out only in the event of 
wat oremergency. Each of half a dozen firms is to produce 
some part of the engines. One of the firms originally 
associated with the Air Ministry’s plans was the Wolseley 
Motor company, a subsidiary of the “ Morris” group. 
Suddenly it was announced that the Wolseley company 
was withdrawing from the scheme and that the Wolseley 
Aero Engines company, another of Lord Nuffield’s firms, 
was not prepared to accept certain orders from the Ministry. 
The withdrawal of the country’s leading motor group, 
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with the impressive personality of Lord Nuffield behind it, 
naturally caused a sensation. 

In a long statement he explained his disappointment, and 

from the national point of view his dismay, at the Air 
Ministry’s preference for the “shadow” scheme to the 
allotment of orders for complete engines to the Wolseley 
Aero-Engines company. He had not haggled over the 
question of price, but was willing to build engines at the 
price the Air Ministry was actually paying. The Air 
Ministry had written : 
Whatever success may be achieved by your company in the 
production of engines during the expansion period, the scheme 
would contribute little towards the development of the largely 
extended capacity required for an emergency, nor would there 
be created thereby any prospect of Air Ministry’s orders for 
engines from your company after the expansion was completed. 
“You see ”, commented Lord Nuffield, “I am asked to put 
up a factory at government expense when I have already 
an aero-engine factory standing there doing nothing”. An 
order for 300 engines had later arrived, but only after the 
decision had been taken to close down the aero-engine 
factory. 

A few days later the chairman of the Alvis Car and 
Engineering company made a similar complaint, to the 
effect that while new factories were being built at public 
expense under the shadow scheme his company’s “ large, 
modern ” aero-engine factory was “ ignored officially ”. 

The Government’s case was issued in the form of a White 
Paper * on October 29. It gavea rather different account of 
the personal relations between Lord Nuffield and the Secre- 
tary of State for Air and his advisers, dispelling the im- 
pression that the former had been treated with brusqueness 
and discourtesy. Lord Nuffield had been told in November 
1935 that the air expansion programme of that date was 
within the scope of the existing industry, and that the Air 
Ministry could give no guarantee of a market for aero- 
engines, but that they welcomed the existence of his 

* Cmd. 5295. 
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factory. The scheme for the making of components in 
seven different factories, and the assembly and testing of 
complete units by two of them only, had been adopted on 
the advice of the participating firms themselves, re-endorsed 
by Lord Austin in a letter written to the Secretary of State 
after the Nuffield disclosures. 

The Air Ministry (admitted the White Paper) would have preferred 
that each engine should not have been sub-divided among as 
many as seven firms. 

This was followed by a statement in both Houses of Parlia- 
ment, and by a personal reconciliation between Lord Nuffield 
and the Government. The Wolseley factory is to be used, 
apparently, for the purpose of army mechanisation, while 
the “ shadow ” scheme will go forward with another firm 
taking Wolseley’s place. 

Nevertheless, the anxieties of ‘Parliament and the public 
have been aroused. Strong criticism continues to be 
directed from some quarters against the shadow scheme, 
which is accused of exposing the whole production of 
aeroplanes to interruption through an air raid on a single 
factory. Equally serious is the more general criticism 
that the decision whether to sub-divide production or to 
create a number of independent factories ought not to have 
lain with the interested manufacturers, but with the Air 
Ministry and the Committee of Imperial Defence. The 
Debate on the Address indicated that the Government 
realised the force of these anxieties, and the Minister for 
the Co-ordination of Defence offered this reassurance : 

In war time the Air Ministry would not accept a single link 
chain. The firms would turn over the whole of their existing 
factories to doing aircraft work. 

The public concern in this episode, and the strong views 
that it has caused to be expressed, are symptomatic of a 
natural popular suspicion towards the armaments industry, 
which becomes the more intense as national armament is 
accelerated and higher profits are derived from the manu- 
facture of weapons of war. This feeling, sharpened by 
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the disclosures of the United States Senate committee, led 
to the appointment, eighteen months ago, of a Royal Com- 
mission on the private manufacture of and trading in arms. 
Its unanimous report * was published on November 1. To 
the disgruntlement, no doubt, of many of those who had 
pressed most eagerly for its appointment, it declared that 


The abolition of the private industry in the United Kingdom 
and the substitution for it of a system of State monopoly may be 
practicable; but itis undesirable. . . . The necessities of Imperial 
defence cannot be effectively met, in existing conditions, except 
by the maintenance in peace-time of a system of collaboration 
between the Government and the private industry of the country 
in the supply of arms and munitions. . . . 

We recommend that the Government should assume complete 
responsibility for the arms industry in the United Kingdom and 
should organise and regulate the necessary collaboration between 
the Government and private industry; that this responsibility 
should be exercised through a controlling body, presided over 
by a Minister responsible to Parliament, having executive powers 
in peace-time and in war-time over all matters relating to the 
supply and manufacture of arms and munitions, costing, and the 
authorisation of orders from abroad. 

We further recommend that the Government’s own manu- 
facturing establishments should be fully equipped for the pro- 
duction in some measure of naval, military, and air armaments 
of all types. 

We recommend that measures be taken to restrict the profits 
of armament firms in peace-time to a reasonable scale of remunera- 
tion, designed not only to prevent excessive profits, but to satisfy 
the public that they do so. 

We are of opinion that the problems involved in formulating 
plans for the conscription of industry in war-time will have to be 
faced, and should be faced without delay. 


The system of export licences should be tightened up; the 
practice of open general licences for the export of certain 
classes of arms should be discontinued, and the grant of 
licences should be restricted to orders of foreign Govern- 
ments, supported by import licences issued by those 
Governments stating that the goods would not be re- 
exported. And the private export trade in surplus and 
second-hand arms and munitions should cease completely. 


* Cmd. 5292. 
179 





GREAT BRITAIN 


These ate only the most vital of the recommendations of 
a report to which it is impossible to do justice in a short 
space. 

The King’s Speech at the opening of Parliament on 
November 3 made no mention of action in furtherance of 
the Arms Commission’s recommendations, an omission 
that was made the subject of the Liberal amendment to the 
Address. Sir Thomas Inskip, the Minister for the Co- 
ordination of Defence, expressed his scepticism about some 
of the Commission’s major proposals, but assured the 
Opposition that the Government would “welcome an 
opportunity to consider the recommendations”. Antici- 
pating Mr. Churchill’s demand for the establishment of a 
Ministry of Supply, he described it as “a fundamental 
change of organisation which would ... involve so 
much delay and uncertainty that the Government could not 
contemplate it except on the most cogent proof of its 
necessity”. This proof Mr. Churchill sought to give in 
a speech which, even for him, was exceptionally vehement 
and scornful of the Government’s alleged apathy and inertia 
in matters of defence. He drew from Mr. Baldwin a 
remarkable confession that anxieties for the Government’s 
political position had caused them to postpone, between 
1933 and 1935, a rearmament policy that they had really 
thought necessary in view of the threatening international 
situation. 

In other directions there is a full programme of legis- 
lation: reorganisation of the coal industry and the unifica- 
tion of coal royalties, the protection of the mercantile 
marine, the extension of the Special Areas Act, the amend- 
ment and consolidation of the Factories Acts, the improve- 
ment of the physical condition of the nation, the strengthen- 
ing of the law dealing with “ persons or organisations who 
provoke or cause disturbances of the public peace”, and 
a number of other measures that will fully occupy an already 
over-worked parliamentary machine. 
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III. Fascist AND CoMMUNIST 


OT the least important item in the list is the effort 

to deal with disorderly or provocative political activity. 
While there is no sign yet of the spreading of either fascism 
or communism beyond a very small minority in Great 
Britain, most of Europe is to-day a monument to the 
weakness of democracy in the face of antagonists whom 
at one stage it despised or neglected. The trouble, as 
most British citizens see it, is that the rival revolutionary 
factions encourage each other: the more numerous or 
more provocative the blackshirts become, the readier are 
their opponents to embrace the counter-doctrine of the 
red revolution; and every demonstration of force or act 
of violence on either side encourages similar acts or 
demonstrations on the other. 

This sequence of action and reaction has reached a new 
phase with the adoption of a fierce anti-semitism by Sir 
Oswald Mosley and his followers. If the fascists by 
words or blows attack the Jews, identifying them with 
communism, sure enough many more Jews will become 
communists, and moderate men who bear the Jews no 
gtudge but who fear the hand of Moscow will grow more 
sympathetic towards the blackshirt cause. This violent 
anti-semitism is a comparatively new thing in British 
fascism. In an interview with the Jewish Chronicle, pub- 
lished on May 12, 1933, Sit Oswald Mosley 
expressed a desire to make it perfectly clear that neither he nor 
his organisation was anti-semitic. He resented the allegation 
that his organisation had attacked the Jews, as such activities 
had been forbidden from the outset. 

It is a little surprising, therefore, to find anti-semitism one 
of the leading motifs in Sir Oswald Mosley’s propaganda 
to-day, though consistency is hardly the strong point of a 
politician who previously sought his career first in the 
Conservative and then in the Labour party. The motive 
for the change of front is generally assumed to be the 
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fascists’ disappointment at failure to whip up enthusiasm 
among the electorate by other portions of their pro- 
gramme. 

Whatever the underlying reason, a serious situation has 
been thus created. The fascists planned for Sunday, 
October 4, a great procession (“ march” is the better 
word for so military a demonstration) through the East 
End of London, including districts where Jews predomin- 
ate. Strong representations were made to the Home 
Secretary, by local authorities, Jewish bodies and others, 
to have the demonstration banned, but Ministerial policy 
was to “wait and see”. While the official Labour organ 
urged its supporters to stay away and kill fascism by ignor- 
ing it, the Independent Labour party and the Communists 
organised counter-demonstrations. Tremendous excite- 
ment was aroused in the East End, and packed crowds of 
people lined the route of the march and blocked the roads 
leading up to it. The rest may be told in the words of the 
official statement issued by Scotland Yard. 


Prior to the arrival of Sir Oswald Mosley disorder broke out 


among those who had collected to — the Fascist marchers, 


and resulted in a number of arrests. In view of the very large 
crowds, the Commissioner of Police for the Metropolis dete 
that the procession oo the East End should not be permitted 
owing to the great likelihood of further breaches of the peace. 
The Fascists’ procession, therefore, was escorted by the police 
along the Embankment to the Temple station, where it dispersed. 


A portion of it reformed and caused minor disorders in Trafalgar 
Square and the Strand. 


The following Sunday witnessed a further series of dis- 
orders. In London an anti-fascist demonstration had a 
stormy passage, and had it not been for thorough police 
precautions there might have been a serious riot. As it 
was, a good many heads were broken, a few Jewish shops 
were pillaged by ruffians, and a motor car was overturned 
and set on fire. In other parts of the country fascist 
meetings met with violent opposition. 


Ministers were not slow to express themselves on this 
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threatening situation. Thus Sir Thomas Inskip declared 
at Watford on October 14: 


Everybody knows that in this country there is no colour and 
no creed which deprives anybody of his equal rights. What 
right, I should like to know, has one section of the communit 
calling itself a fascist body to point a finger to a section to which 
we have given hospitality for centuries ? 

These fascists tells us they are fighting the communists. The 


people who are making communists to-day are Sir Oswald Mosley 
and his friends. 


On November 10 the Government issued the text of 
a Bill 


to prohibit the wearing of uniforms in connection with political 
objects and the maintenance by private persons of associations 
of military or similar character, and to make further provision 
for the preservation of public order on the occasion of public 
processions and meetings and in public places. 


The courts are left to determine what constitutes a “ uni- 
form signifying association with any political organisation 
or with the promotion of any political object”. It becomes 
an offence punishable with imprisonment for six months 


or a fine of £100, or both, with higher penalties on con- 
viction on indictment, to take part in the control or manage- 
ment of an association of persons who are either 


(a) Organised, trained or equipped for the purpose of enabling 
them to be employed in usurping the functions of the police or 
armed forces of the Crown; or 


(b) Organised and trained or organised and vr i either for 
the purpose of enabling them to be employed for the use or dis- 
play of physical force in promoting any political object, or in 
such manner as to arouse reasonable apprehension that they are 
organised and either trained or equipped for that purpose. 


Other sections of the Bill give greater powers to the police 
to control public processions, and make it an offence to 
carry an offensive weapon at any public meeting or on the 
occasion of any public procession. The Bill passed its 
second reading on November 16 without a division, being 
supported by all parties. 
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“ J, Desr in ALBERTA 


N earlier issue of THE Rounp TasLE * described the 

origins of the Social Credit movement in Alberta and 
the advent of a Government, withan overwhelming majority, 
professing ideas based on the theories of Major Douglas. 
It may now be opportune to carry on the chronicle of Alberta 
politics and to comment on the situation that has developed 
during the last year. 

Since its inauguration in September, 1935, the Aberhart 
Government has been concerned with two major tasks— 
the liquidation of debt, public and private, and preparations 
to fulfil the promises of the election period, which included 
the alluring promise to every adult citizen of $25 a month 
in Alberta credit or, as more popularly understood, simply 
$25 a month. During the year, the emphasis in govern- 
mental action has been placed not on direct preparations for 
Social Credit but rather on the-liquidation of debt; the 
Government’s drastic handling of the problem, especially 
in a second session of the Legislative Assembly held in the 
last week of August, has been at once the cause of great 
enthusiasm and, in other quarters, the cause of the gravest 
concern. 

Debt is the canker in the economy of Alberta and the root 
of political discontents. It is the result of exaggerated 
borrowing, lending and spending before 1929, of low 
agricultural prices during the depression, and of heavy 
charges for unemployment and farm relief in recent years. 
Yet the disease is not greater in Alberta than in other 
provinces of western Canada and is not less capable of 

* No. 101, December 1935, pp. 157-165. 
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orderly treatment. The new Government was not unaware 
of the menace of accumulating debt. Whether with 
orthodox motives or as a preparation for Social Credit, it 
devoted the early months of power to the task of balancing 
the budget. As an adviser on this subject, no expert in 
Social Credit was employed but instead an industrialist 
from eastern Canada with experience of the pathology of 
private companies. Study of the financial problem led to 
no significant action until the Legislature met in regular 
session in February. 

In the budget speech of March 2, the net funded and un- 
funded debt of the province at August 31, 1935, was stated 
to be $154 million. The estimates for the fiscal year 
beginning April 1, 1936, proposed expenditure of $18 
million. The additional $3 million required to balance the 
budget were to be found by increasing rates on existing 
taxes, including the provincial income tax, and by levying 
a new tax of 2 per cent. on retail sales, calculated to produce 
a revenue of $2 million. The Provincial Treasurer said 
that since nearly 50 per cent. of total revenue was devoted 
to debt charges, “the greatest part of which is withdrawn 
from the province ”, the Government would be compelled 
to call upon the bondholders to accept a lower rate of 
interest. To provide for the reduction of public debt 
charges by retiring and refunding provincial securities, a 
“Provincial Loans Refunding Act” empowered the 
Government to issue perpetual stock from time to time at 
a rate of interest to be fixed by the Lieutenant-Governor in 
Council. This Act was to come into force only on pro- 
clamation and has not been proclaimed. 

Meanwhile, at Ottawa, the federal Government had been 
proposing to the provinces the creation, on a voluntary 
basis, of a Dominion loan council to facilitate the refunding 
of provincial debts with federal guarantees and federai 
control over future borrowing. On April 1, Alberta 
rejected the idea of the loan council on grounds of provincial 
autonomy, and, lacking federal aid, was constrained to 
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default in respect of principal on a loan of $3,200,000 matut- 
ing on that date. The interest on this sum due on April 1 
was paid. For the first time, a Canadian province had failed 
to meet a maturing bond issue. At that time, it was said 
that there was division in the ranks of the party and that 
private members had carried the day against the Prime 
Minister and the Right wing of the Cabinet. On May 30, 
by order-in-council, the Provincial Treasurer was authorised 
to offer and, if the offer was accepted, to pay rates of interest 
equal to half the contractual rates on all provincial securities 
except one. The offer was not generally accepted and a 
bondholders’ protective association came into action. In 
the special August session of the Legislative Assembly, 
which met after drought had ruined the crops in southern 
Alberta, the cut in interest rates was confirmed by statute. 

An Act of the August session for the reduction and 
settlement of private debt has been even more drastic. 
The Act applies to all debts except those due to the Crown 
and to certain government boards and such debts as may 
be removed from the operation of the Act from time to 
time by order-in-council. The Act divides debts into two 
classes : “‘ old debts ” arising before July 1, 1932, and other 
debts. The amount recoverable on any old debt is the 
amount outstanding and payable on July 1, 1932, reduced 
by any payments since made on account of principal or 
interest. After July 1, 1932, no interest is payable on any 
part of the debt, and the principal amount is to be paid in 
ten annual instalments beginning November 15, 1937. 
On “ other debts ”, the amount recoverable is the original 
amount and subsequent advances with simple interest at 
the contracted rate or 5 per cent., whichever is less. All 
sums paid in respect of principal or interest since the debts 
were originally created are deductible. This Act for the 
reduction of private debt was supplemented by amend- 
ment of the Debt Recovery Act, 1933. No action may be 
taken against a resident farmer or home-owner save by 
permission of the Debt Recovery Board. <A former right 

186 





THE PROGRESS OF SOCIAL CREDIT 


of appeal from this Board to a judge of the Supreme Court 
of the province is abolished. A further Act of the Legis- 
lative Assembly in August, to come into force on pro- 
clamation, declares that interest payable by Alberta muni- 
cipalities shall not exceed 3 per cent. and that no court 
proceedings shall be entertained on account of any interest 
payable in excess of that rate. It was said that this violent 
debt legislation was passed under pressure of private 
members against the wishes of a majority of the Cabinet. 


If. THe ProGress or SocraL Crepir 


OSTPONING comment on the debt legislation, let 
us turn to the other part of the story, to the preparations 
for social dividends and the just price. Mr. Aberhart 
had always said that it would take 18 months to inaugurate 
a system of Social Credit and that the plans would be pre- 
pared by “‘ our best experts”. It might have been expected 
that Major Douglas would arrive in Alberta. Whatever 
the reasons, Major Douglas did not return to Canada. In 
the regular February—April session of the Legislative 
Assembly, an Act was passed “respecting Social Credit 
measures.” The preamble makes the following statements : 
Under modern scientific conditions, productive capacity is 
unlimited. 

The existence of indigence and unemployment demonstrates 
the fact that the present monetary system is obsolete and a 
hindrance to the efficient production and distribution of goods. 

The electors are favourable to the adoption of a measure based 
on Social Credit principles, their general objects being to rr 
about the equation of consumption to becca and to affor 
to each person a fair share in the cultural heritage of the people in 
the province. 

The Act declares that “the people of the province are 
entitled to the full benefit of the increment arising from 
their association”. It authorises the Government to 
appoint fit persons to consider and formulate proposals 
“ having for their object to increase the purchasing power of 
the consumer by means of social dividends, compensating 
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discounts or by any other means and the payment to the 
producer of any commodity of a just price”; also to 
investigate the prevailing conditions of all businesses and 
trades, and to ascertain whether they operate to the detri- 
ment of the province or of any category of persons in the 
province. 

In spite of this Act, it was not evident at the close of the 
regular session that the Government had any definite plan 
for the issue of social dividends. It had, however, in various 
Acts indicated its intention to establish codes of fair prices, 
to set up a “ price spreads ” board, and to enlarge the area 
of government control of business by the threat of refusing 
licences. Codes have already been established in a few 
businesses in which excessive competition was said to 
prevail. 

An order-in-council of June 16 authorised the issue of 
“Alberta Prosperity Certificates” to the amount of 
$2,000,000. These were promises to pay at face value 
at the end of two years provided stamps had been affixed for 
104 weeks at the weekly rate of 1 per cent. of each denomina- 
tion. Certificates to the amount of $250,000 were issued. 
Later, provision was made for redemption during three days 
of each month. At the middle of September, $140,000 
had been redeemed, and at October 1 only $25,000 re- 
issued. The purpose of these certificates is not clear. 
They were perhaps, originally, an experiment in the 
financing of public-works unemployment relief. Issued 
in small and redeemable volume, they have done neither 
good nor harm. 

A further order-in-council of July 29 under the Social 
Credit Measures Act appointed the Provincial Secretary 
to make the investigations referred to in the Act. The 
enquiry has been conducted by means of questions ad- 
dressed to farmers and producers, manufacturers and 
processors, and by a registration form, also requesting 
detailed information, addressed to citizens generally. 
These forms were to be returned before September 30. 
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When registering and submitting the desired information, 
persons in each category were required to sign a “‘ covenant ” 
with the government. The citizen agrees to co-operate 
with the government, to accept remuneration in Alberta 
credit as far as he can reasonably do so, to exchange income 
in Canadian currency for Alberta credit so far as is con- 
venient, to make no demand for the redemption of Alberta 
credit, and to offer no Alberta credit in payment of taxes 
until such time as the government shall be able to accept it. 
The government agrees to maintain a just rate of wages 
with reasonable hours of work, to grant loans with an ad- 
ministrative charge of 2 per cent. but without interest for 
productive enterprise or the building of houses, to grant 
monthly dividends and to redeem Alberta credit with 
Canadian currency when possible. The farmer agrees 
* to sell at least 50 per cent. of his products, over and above 
that required by himself or his dependents, within Alberta 
for Alberta credit, when called upon to do so, provided the 
price allowed is at least equal to the general market price ”. 
To the farmer, the government promises a just price, in- 
creased sale of Alberta products by issuing social credit, 
bonuses to compete in the world’s markets, and loans free 
of interest. The manufacturer agrees to co-operate in 
planning, to sell at least 50 per cent. of his output for 
Alberta credit, and to deposit surpluses in the “ Credit 
House”, The Government promises the manufacturer 
to assist in the purchase of raw material, to increase purchas- 
ing power, to offer bonuses and compensating discounts, 
to make external agreements for the exchange of surplus 
goods outside the province. The retailer is to give pre- 
ference to the sale of Alberta credit for all goods obtained 
in that way. He is to receive benefits similar to those 
offered to farmers and manufacturers. 

The most recent and definite step towards Social Credit 
is the Act of the special session of the Legislature confirming 
the previous arrangements for enquiry and registration and 
authorising the establishment of an “ Alberta Credit 
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House”. The Credit House is to issue Alberta credit in 
social dividends and loans, to receive Alberta credit, cur- 
rency, and all kinds of negotiable instruments, and to 
acquire provincial and Dominion securities. In the Act 
the Credit House appears to be not merely an instrument of 
the new experiment but also a provincial bank calculated to 
assume many functions of the chartered banks of Canada. 
Government officials are now busy with its organisation. 

These have been the major acts of the Government of 
Alberta in 1936. From the point of view of all but Mr. 
Aberhart’s supporters, they have many disturbing features. 
The plans for an experiment in Social Credit have been 
least alarming to the opponents of the movement, possibly 
because they do not believe that the idea is practicable and 
think that the movement may defeat itself. There has 
been no effort to obstruct the experiment inside or outside 
the province. Outside, there have been many to welcome 
the willingness of Alberta to play the rdle of laboratory 
dog. ‘The implications of increased government control of 
economic affairs, including provincial control of marketing 
and exchange, may presently arouse apprehension; so 
may the tendency further to restrict the jurisdiction of the 
courts. It is alleged that there are disquieting symptoms of 
intimidation; many of the “convenanters” signed from 
expediency and not with faith, fearing that they might lose 
their jobs or that their businesses might be boycotted. 
The freedom of the press has been threatened. On Sep- 
tember 13, in a speech at the Prophetic Bible Institute in 
Calgary, which had been heralded by similar utterances, 
Mr. Aberhart threatened to bridle the press. Objecting 
not to editorial criticisms of his policy but to news articles 
of a sniping character, he proceeded to argue that it might 
be expedient to license the press as other trades and pro- 
fessions are licensed. 

However, the most serious aspect of recent government 
policy has been the violent legislative repudiation of debt. 
The Act concerning the reduction of private debts is 
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pretty generally regarded outside the ranks of the Social 
Credit party as a capricious measure that materially benefits 
not merely the have-nots but also many of the haves. Mr. 
Aberhart has said that there is nothing in the legislation to 
prevent those able and willing to pay from fulfilling their 
obligations, but it is regarded as unlikely that many of those 
so able and willing will refrain from taking advantage of the 
law. Here it may be remarked that the municipalities show 
no desire to speed the proclamation of the Act reducing 
their obligations. The debt legislation, in general, which 
includes all manner of debts save those due to the govern- 
ment, strikes at the private investor, sinking funds, the 
banks, insurance companies, trust and loan companies. 
It is feared in many quarters that it may ruin the borrowing 
power of a province requiring capital for years to come. 
It is pointed out that it arouses fear of further expropriation, 
encourages the flight of local capital and paralyses initiative 
in business. If the movement spreads—and debt repudia- 
tion may easily be contagious—it might threaten the financial 
structure of Canada. Debt adjustment is necessary. It 
has perhaps been too long delayed or inadequate in measure. 
Repudiation is not necessary. Such are the views expressed 
in many responsible quarters. 

However unpopular its conclusions may be, the com- 
prehensive report of the bondholders’ association is prob- 
ably right when it says : 


The province of Alberta is ane and fiscally solvent and 
can pay all its interest obligations in full and reasonably expect 
sur fies in the near future . . . Alberta budgets can be balanced 
without the imposing of new taxation or reduction of necessary 
expenditure. 


Certainly, budgets may be balanced if the province is 
willing to accept the idea of a Dominion loan council and of 
refunding with federal guarantees. This seems to be the 
better way for all concerned. And, in respect of private 
debt, the better way appears to be along the lines of the 
Saskatchewan plan announced at the end of September. 
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There, governments, municipal, provincial, and federal, 
and loan companies are co-operating to cancel $75 million 
of debts to governments and to private corporations in 
drought-area municipalities. Interest on all farm mort- 
gages in Saskatchewan is to be reduced from January 1937. 

To describe the situation in Alberta, strong words such 
as dictatorship, class-war, revolution, and communism 
have been used. There is no doubt that some of these 
longer possibilities are implicit in the present situation, but 
it would be hard to find consciously subversive forces or a 
revolutionary state of mind. The driving force behind the 
radical legislation has been the party caucus of private 
members. These men have exerted pressure on theit 
leaders to repudiate debt and to get on with the fulfilment 
of their election promises. They are probably as innocent 
of marxian theory and of revolutionary technique as they 
are vague about the theory and implications of Social 
Credit. ‘The movement is one of distress championed by 
men who came far west for better things. It expresses a 
desire to escape from the frustrations of the depression and 
from the calamities of nature, and impatience to hasten the 
process of debt adjustment. It is a movement that saw 
no Utopia in the programmes and practices of old parties 
and found hope and a religious sanction in the message of 
Mr. Aberhart. 

The development of the situation in the near future is 
not easy to forecast. Much of the new legislation is of 
doubtful constitutional validity and may be declared by the 
courts to be beyond the powers of a province. While the 
British North America Act gives wide powers to a province 
in respect of property and civil rights, there is much in the 
recent Acts that may be considered repugnant to the federal 
powers and to Dominion statutes. Judicial decisions, 
however, will not solve the economic and political problems 
of Alberta, and political passions may not be subdued in 
the no man’s land between w/tra vires and intra vires. If the 
federal Government should consider that there is any 
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genuine threat to the financial structure or to the economic 
unity of Canada, it might, on grounds of high policy, 
exercise the power of disallowance. Only apprehension 
of grave danger to the people of Canada outside Alberta 
is likely to prompt such action and, presumably, there will 
be no resort to disallowance without the offer to Alberta 
of a constructive scheme of debt adjustment. 

It may be that there is no remedy for present discontents 
except by the votes of the electors of Alberta. If this be 
the case, a reversal of policy still seems remote. The Social 
Credit party has gained in strength as a result of the summer 
drought. The measures for the partial repudiation of debt 
have caused no loss of popular support. The party has an 
effective organisation and is said to be stronger than ever. 
There is a minority opinion strongly opposed to the policies 
of the Government, but it is still unorganised and divided 
by conflicting allegiances to old parties. If the United 
Farmers abandon party politics, the opposition may rally 
either to the Liberal party, which had the largest minority 
vote at the last election, or to a new party. An effective 
constitutional opposition, however small, might readily 
gather strength as the more unhappy effects of arbitrary 
repudiation emerged and as the policy of Social Credit 
came to make demands instead of promises. Since the 
current account of the province is now relieved of half the 
interest charges, there is presumably little immediate 
prospect that the Government will collapse by reason of 
financial difficulties. 


Canada, 
October 1936. 





AUSTRALIA 


HE quarter under review has been characterised by over- 

production of grist for a chronicler’s mill. A rigorous 
selection, on whatever basis, is disappointing to the writer 
and perhaps provoking to the reader. There may be some 
surprise at finding no discussion at all of the centenary 
celebration in South Australia, the proposal of the Victorian 
Government to restrict the powers of the Legislative 
Council along the lines of the Parliament Act of 1911, the 
decision of the Commonwealth Government to adopt the 
Statute of Westminster after further consultation with the 
states, the acceleration of the Commonwealth’s defence 
programme, and the recent Commonwealth budget. But 
these things are only minnows, and the pool of Australian 
politics boasts two strenuous young whales as well. Not 
since the onset of the depression has the Australian people 
had to face simultaneously two such great economico- 
political issues. Both concern marketing. One arises 
from the decision of the Judicial Committee of the Privy 
Council in July in the case of James v. Commonwealth, 
invalidating the Commonwealth law controlling the inter- 
state and overseas marketing of dried fruit, and indirectly 
affecting similarly the marketing of butter. The other 
atises from the trade diversion policy announced by the 
Commonwealth Government just before Parliament rose 
in May.* 


J. THe Privy CouNcit AND MARKETING 


COMMUNITY bent on a rapid increase of population 
and on the development of a balanced economy relies 
almost of necessity upon the principle of protecting home 
* See THE Rounp TABLE, No. 104, September 1936, pp. 843-8. 
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production. In the circumstances of Australia, secondary 
industry has generally been developed under the protection 
of a customs tariff, and though the major primary industries 
were able to hold their own until recently, more or less 
unassisted, in the export markets, primary production was 
encouraged in a number of minor directions by means of 
bounties, either on production or on export. Since the 
fall in world prices of primary products at the onset of the 
depression the effort has been to maintain, and even extend, 
the volume of exports, and to compensate the producer for 
low returns from exports, partly by devaluation of the 
currency and partly by maintaining an artificially raised 
home consumption price. 

In so far as the home consumption price has been 
achieved by means of bounties, no considerable constitu- 
tional problems have been raised. The power to grant 
bounties, along with that to impose duties of customs and of 
excise, passed on federation to the Commonwealth. But, 
when an industry of the magnitude of the wheat industry 
has to be protected in this way, real political difficulties 
begin at once. Recurring surpluses have to some extent 
lightened the task of the Commonwealth Treasurer. But 
a bounty has to be paid at last out of revenue, and if great 
sums have to be found a special tax for the purpose can 
scarcely be avoided. The obvious thing will be an excise— 
a form of tax which, despite the notorious political weakness 
of the consumer, is always unpopular, which no political 
party will be willing to impose as anything but a temporary 
expedient, and which no body of producers would be well 
advised to count on obtaining. Alternative methods of 
benefiting the producers had, however, already been 
worked out, and were available, with some modification, 
for use in the major exporting industries. 

These experiments had first been tried under the authority 
of state law, and for the most part in industries with no 
substantial export market. The states, charged under 
the constitution with the general responsibility for 
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development, were not averse from attempting a small- 
scale economic nationalism of their own. Where substantial 
interstate or export trade was involved (as in dried fruits), 
co-operation between the producing states was found 
necessary, and was achieved. 

Queensland and New South Wales first employed 
generally the method of compulsory “ pools ”. The broad 
principle is that, if on a poll of the growers of a commodity 
a sufficient majority (usually about sixty per cent.) so 
decide, a marketing board representing the producers is 
set up for that commodity, the commodity as and when 
produced is vested in the board, and it becomes unlawful 
for a grower to deliver his commodity otherwise than to 
the board. The board ensures compliance with the rules 
regarding quality and grading, and endeavours to main- 
tain prices by rationalising sales. This is “ orderly 
marketing ”, strictly so called: the first article of faith in 
the primary producer’s present-day creed. 

Another obvious method, especially where the export 
market is both large in quantity and depressed in price (as 
in the dried fruits trade), is to maintain Australian prices by 
fixing the maximum percentage (quota) of his crop that each 
producer may sell within Australia. The surplus is thus 
forced abroad, to be sold at the lower overseas price. 
Regulation of quality and grading is achieved by licensing 
and controlling the packing or processing establishments. 
Compliance with the quota is enforced either by fine or other 
penalty or by actual expropriation. It is not necessary, 
indeed, to enforce exact compliance with the quota upon 
every individual seller, so long as he is prepared to 
“* equalise ”’, that is to say, pay into a common fund receipts 
from home-consumption sales in excess of the quota. 

In writing the foregoing paragraphs, it has been embar- 
rassing to decide the appropriate tense. The relevant Acts 
indeed still stand unrepealed on the statute-books. But, 
one by one, the interpretation placed by the courts on the 
constitution has destroyed their validity; they hav «been 
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held to infringe the declaration in section 92 of the con- 
stitution that trade among the states shall be “ absolutely 
free”. The plaintiff in the recent Privy Council case, 
Mr. F. A. James, a South Australian grower of and dealer 
in dried fruits, has been throughout the outstanding 
opponent of the marketing schemes. Since 1926 he has 
had four successive victories, two in the High Court and 
two in the Privy Council. The High Court upheld his 
contention that the state could not lawfully fix a quota for 
his Australian sales, so as to force him to abandon profitable 
markets in other states and send his fruit abroad. The 
Privy Council upheld his subsequent contention that the 
state could not lawfully expropriate his crop in order like- 
wise to force the surplus fruit off the Australian market. 
The High Court later applied this principle to the case of 
a Peanut Marketing Board in Queensland, set up on a 
compulsory pooling basis. The result was that the state 
was held to be powerless to control any part of a grower’s 
produce with which he could trade interstate. If a state 
that was prohibiting interstate dealings in a commodity, 


either in excess of a prescribed proportion or to persons 
other than a prescribed authority, could be said to be 


« 


leaving interstate trade “absolutely free”, the constitu- 
tional charter, as the Privy Council remarked, might as 
well be torn up. 

What the states were unable to do for themselves, 
however, a remarkable interpretation of section 92, adopted 
by the High Court in 1920, enabled the Commonwealth to 
assist them to achieve. It was necessary, said the Court in 
McArthur v. Queensland, to give to the words “ absolutely 
free” their full ordinary natural meaning. This meaning 
was held to be “ free from all governmental interference ”’. 
Once that meaning was conceded, it seemed to follow 
inexorably that the prohibition contained in section 92 
could not be addressed to the Commonwealth government 
at all, but only to the states. For the Commonwealth 
was given, by the constitution, express power to make laws 
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with respect to interstate trade. It would be absurd to 
read the constitution as saying in one place that interstate 
trade was to be subject to Commonwealth law and in 
another that it must be absolutely free from all govern- 
mental interference on the part of the Commonwealth. 
What the constitution did forbid to the Commonwealth was 
to discriminate between states in the exercise of the trade 
and commerce powers. 

Astonishing as this result is, it held the field for fifteen 
years in the High Court of Australia. The value of such 
an interpretation for marketing purposes is obvious. 
Under the constitution, trade and commerce powers are 
divided between the Commonwealth and the states, on the 
same basis as in the constitution of the United States—the 
Commonwealth having power with respect to overseas 
and interstate trade only, intrastate trade being reserved to 
the states alone. When, therefore, it was found that the 
state marketing laws could not, by reason of section 92, 
validly control interstate transactions, Commonwealth 
assistance was sought. In the dried fruits industry, the 
quota method was restored, but under complementary 
laws both of the Commonwealth and of the producing 
states, the latter operating only upon transactions within 
the state itself, the former operating—free of section 92— 
upon the interstate and overseas transactions. ‘This was the 
scheme which was applied to dried fruits and butter, which 
Mr. James again attacked, and which the Privy Council 
has declared invalid. A still more elaborate form of 
regulation, on the same constitutional basis, was devised in 
1935 for the wheat industry, but has not been put into 
operation; it too is regarded as invalidated by the Privy 
Council’s decision. 

Despite the serious consequences, the Privy Council’s 
decision that section 92 is a prohibition addressed to the 
Commonwealth as well as to the states has been welcomed 
throughout the legal profession in Australia. Indeed a 
contrary decision would have been widely deplored as a 
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surrender of principle to expediency. The interpretation 
adopted by the High Court in 1920 has never commended 
itself to Australian lawyers generally, and, though the High 
Court has followed the traditional British doctrine of 
precedent in adhering to its previous interpretation until 
overruled by the tribunal of final resort, a majority of the 
members of the Bench by which James’s case was decided 
have expressed their individual views that the interpretation 
adopted in McArthur’s case was wrong. The judgment 
has materially strengthened the prestige of the Privy Council 
as a final court of appeal from Australia, 

In James v. Commonwealth, as in recent Canadian cases, the 
Privy Council has attempted to preserve the recorded 
historic intention with which the constitution was estab- 
lished. But the circumstances under which section 92 
found its way into the Commonwealth constitution have 
made its subsequent interpretation a matter of exceptional 
difficulty. The principle involved, free trade among the 
constituent states, is an essential part of any federal structure, 
and the desire to secure interstate free trade, to put an end 
to the inter-colonial tariff warfare that cramped Australian 
life in the latter half of last century, to escape from “ the 
barbarism of borderism ”, was one of the most powerful 
factors that produced Australian federation. In the 
constitutions of the United States and of Canada the 
principle of interstate free trade is embodied in a more or 
less technical section prohibiting the imposition of financial 
imposts on interstate trade. In the Australian constitution 
the formulation is attractively categorical and sonorous : 
“* Trade, commerce and intercourse among the states, whether by 
internal carriage or by ocean navigation, shall be absolutely free”. 
A well-turned phrase, with a strong popular appeal, put 
forward by Parkes in 1891 as one of the six original bases for 
discussion at the first Convention. 

But “ free” is a deceptive word—a literary chameleon. 
It means different things as applied, for instance, to a dinner, 
to speech, and to a church respectively. To remove 
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ambiguity, one must say what it is that trade is to be free 
from. Some of the ablest lawyers in the Federal Conven- 
tions strove to do this, but the laymen would not have it. 
In face of this persistently and expensively litigated section, 
Australian lawyers recall ironically Reid’s optimistic 
declaration : 


The words have the further recommendation that no legal 
technicalities can be built up upon them in order to restrict their 
operation. It is a little bit of layman’s language, which comes 
in here very well. 


The courts have striven ever since “ to explain the elliptical 
and expound the unexpressed ”, as Sir George Rich has put 
it in the High Court of Australia. 

Precisely what was in contemplation in 1900 is exceed- 
ingly hard to elucidate; the Convention debates present, 
as might be expected, a great many blurred or ragged edges 
on a subject like this. Probably it was freedom in the 
narrow fiscal sense that was envisaged—freedom from 
financial imposts and from embargoes. Certainly nobody 
contemplated the wide rendering of 1920—“ free from all 
governmental interference ”. The Privy Council in James’s 
case has made a powerful attempt at a new interpretation, 
along a line that falls somewhere between these two. 
What section 92 predicates, their Lordships have said, is 
“* freedom as at the state barrier’. ‘This is a formula which, 
as the Master of the Rolls himself said, is difficult and 
requires explanation. “There will no doubt be judicial 
controversy about its scope hereafter. The immediate 
point, however, is the definitive conclusion that the power 
of the Commonwealth to make laws with respect to inter- 
state trade and commerce must be exercised so as to leave 
trade among the states “ absolutely free ”, in that sense. 

In all the industries in which there are, or can profitably 
be, substantial interstate transactions, the present marketing 
legislation has been rendered ineffective by the decision in 
the dried fruits case. On a voluntary basis, the existing 
organisation could certainly subsist. But that implies a 
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higher degree of organisation than any of the industries 
at present possess: the publicly-controlled schemes both 
for dried fruit and for butter grew out of the failure of 
previously existing voluntary schemes. Luckily for the 
community, a rapid rise in wheat prices has rendered un- 
necessary for the present any action to support the growers 
in that industry. The other two export industries immedi- 
ately affected—dried fruits and butter—may perhaps be 
able to carry on for a limited time on a voluntary basis. 
But difficulties are already beginning, and if the organisation 
breaks down the producers can only be assisted (as the 
constitution now stands) either by a return to the excise- 
and-bounty system or by a further depreciation of the 
currency. ‘The alternative is for the Australian people, 
by an amendment of the constitution, to resume the power 
to regulate the marketing of primary products, whether in 
Australia or abroad, in the manner that seems to some or all 
of the Parliaments most fitting. 

It is tempting to take a high line, and rejoice that the 
wisdom of the fathers of the constitution has been vindi- 
cated. General prohibitions fettering the exercise of 
legislative powers are by no means rare in written constitu- 
tions, and the whole point of inserting them is to prevent the 
infringement of fundamental principle under the pressure 
of sectional interests or temporary exigencies. The 
preservation of interstate free trade means, and has meant, a 
great deal in Australian life, and the decision of the Privy 
Council does preserve it from infringement by the Common- 
wealth. The problem, however, cannot quite be solved 
along such abstract lines. 

At any rate where export industries are concerned, the 
problem presented is not at all the kind of situation that the 
fathers of the federation had in mind in laying down the 
categorical principle of interstate free trade. What they 
desired was to prevent the separate states from developing 
as separate and conflicting economic units. They wanted 
Australian production to develop as a whole. Marketing 
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schemes on a state basis are very likely in fact to contravene 
this principle and to attempt protection of the home pro- 
ducers as against the producers in other states. But the 
attempt, on the other hand, to secure by means of Common- 
wealth action a home consumption price for Australian 
producers as a whole is precisely in line with the determina- 
tion that Australian trade shall be treated as a unit. The 
control of interstate transactions is merely an instrument 
by means of which marketing may be controlled on a 
national basis. 

That is why the declaration by the Privy Council that the 
Commonwealth is bound by section 92 raises such serious 
problems. ‘The decision discloses a gap in the legislative 
power of the Australian people to control trade and 
commerce on a national basis, whether that power is 
exercised through the Commonwealth or through the 
states or through Commonwealth and states together. 
In these circumstances, the Commonwealth Government’s 
decision to seek an amendment of the constitution is 
scarcely a matter to be deplored. 

The difficulties and hazards of the constitution-amending 
process in Australia are well known. The initiative rests 
with the Commonwealth Parliament, and a proposed amend- 
ment, in all its technical precision, has thereafter to run the 
gauntlet of a referendum, and requires not only a majority 
of votes in the Commonwealth as a whole but also a 
majority in a majority of states (that is, in four states out of 
six), The negations of inertia are widespread. An 
amendment which can plausibly be represented as put 
forward for party purposes has only the slenderest chance of 
success. Fear of the Commonwealth, moreover, is still 
never far below the surface in state politics, and any issue 
that can be represented as an attempt by the Commonwealth 
to enlarge its powers starts from a long way behind scratch, 
more especially in the outlying and less populous states. 
In this particular instance, the Commonwealth Government 


hesitated a good deal before making up its mind to seek an 
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amendment of the constitution, in order to permit marketing 
schemes along the familiar lines, and to close the legislative 
gap just referred to. 

The prospects of the referendum (which is to be taken, it 
is understood, in February) do not at present look bright. 
Support from Labour might possibly have been expected, 
since the party is in principle pledged to unification as the 
constitutional goal for Australia. In the Commonwealth 
Parliament, however, the party leaders have managed to 
find in the charge that the Government’s proposals are not 
far-reaching enough a technical ground for opposing them. 
The Labour leaders would have liked to secure, as the price 
for Labour support, an attempt to obtain from the people 
a general extension of the powers of the Commonwealth 
with respect to commerce and industry (with a 40-hour 
week particularly in view). Such powers have several 
times been refused, and if the marketing amendment is to 
have even a remote chance of success the Government has 
been wise in declining to couple it with any other proposals 
whatever. 

Ministerial supporters in the constituencies will no doubt 
be divided on this issue. The United Australia party 
contains strong conservative elements which distrust 
on principle as well as by interest any extension of govern- 
mental regulation of industry. The powerful private 
interests carrying on the marketing of a great industry like 
wheat are fearful of any amendment that would permit 
compulsory pooling schemes. In some cases, these interests 
reinforce state fears of Commonwealth aggression, and 
greatly stiffen the opposition to any amendment that may be 
proposed. The sentiment in favour of interstate free trade 
is still widespread, moreover, in spite of the powerful 
vested interests that have grown up in support of regulated 
marketing. 

A referendum is usually thought to have stronger chances 
of success if taken by a popular Government along with a 
general election. But only a strong Government will face 
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the risks of such a union. On the other hand, a Govern- 
ment that takes an isolated referendum is certain to lose in 
prestige if the people reject its proposals. 

The success of the referendum of 1928, taken to validate 
the Financial Agreement, showed what could be done if all 
the State Governments could be committed to a proposed 
amendment. A meeting of the Premiers’ Conference was 
held in Adelaide in August, mainly in the hope of reaching 
some similar understanding, but without success. The 
Commonwealth, afraid not without reason of stimulating 
the latent jealousy of the states if it appeared to press for an 
amendment, gave no strong lead. ‘The states in their turn 
were hopelessly at odds among themselves. New South 
Wales, Victoria and Queensland supported, the other three 
opposed, an attempt to secure a constitutional amendment. 

The task of drafting an amendment which will be at 
once legally sound and politically seductive has taxed the 
ingenuity of the Government. The formula announced 
has the merits both of brevity and of modesty. The 
proposal is to insert into the constitution a new section, 
after section 92, as follows : 

92A. The provisions of the last preceding section shall not 
apply to laws with respect to marketing made by the Parliament 


in the exercise of any power vested in the Parliament by this 
constitution. 


“* Marketing ” is just now a word with a popular appeal, 
and likely to be “ understanded of the people”; its legal 
scope, however, is not beyond dispute and will no doubt—if 
the necessary affirmative votes are cast—immediately be 
disputed in the courts. 

The object of this limited proposal is to regain, but only 
for the purposes of regulating marketing, the freedom from 
section 92 that the Commonwealth was previously thought 
to possess. ‘The amendment will leave untouched the con- 
stitutional division of trade and commerce powers between 
the Commonwealth and the states. The Commonwealth 
will acquire no power to control intrastate transactions. 
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Marketing schemes will still depend, as at present, on 
the willingness of the states to regulate the transactions 
within their own borders. On the other hand, the amend- 
ment will not in any way enlarge state powers to impair the 
freedom of interstate trade by local marketing schemes of 
their own. It is only that (to borrow a metaphor from 
Mr. Menzies) if the amendment is carried the Commonwealth 
will have power, as before, by controlling interstate trans- 
actions, to supply the cement with which to unite the state 
bricks. 

During the referendum campaign, the real issues will only 
too probably be overlaid by a mass of relevant though 
secondary prejudices. ‘The fundamental issue, of course, 
is the merit, if any, of maintaining an artificially raised 
home consumption price for the necessaries of life. But, 
even if that issue be conceded, others remain, quite apart 
from the issue of state rights—real enough in itself. It 
has been widely asserted, for instance, that without any 
constitutional amendment at all, and merely by means of 
its excise-and-bounty powers, the Commonwealth can do 
everything that is necessary to protect the primary producer. 
The accuracy of this analysis needs careful examination. 
Many of those engaged in the present regulation of industry 
are convinced that a special home consumption price could 
never be maintained unless there were also power to regulate 
Australian sales. This view appears to be right. Even 
if it were wrong, the political objections to the excise-and- 
bounty system are very great. 

On the other hand, there seems to be considerable room 
for improvement in the mechanism of marketing control. 
To keep as many as possible of the producers on the land 
has been a matter of urgent national concern during the 
depression. It is said, however, that the existing methods, 
based on “ producer control ”’, have led to the preservation 
of a good deal of marginal production, of a costly or 
inefficient kind. Such matters as these have been the 
subject, so far, of asseveration rather than examination. 

oO 205 





AUSTRALIA 


Again, the permanence of the present relation of Australia 
to world markets is assumed rather than even asserted. 
Upon all these issues, a critical democracy should demand 
enlightenment. The referendum campaign will be a real 
test of the political capacity of the Australian people. 


II. THe TRADE DIVERSION POLICY AND JAPAN 


HE trade diversion policy, announced on May 22 last, 

raises in the sphere of external affairs, political and 
economic, even larger issues for the future of the Australian 
people. A summary account of the steps taken, and of the 
principal reasons advanced by the Government for taking 
them, appeared in the last number of THE RounD TaBLE.* 
Present needs will be met by simply recalling the three main 
elements in the new policy : the diversion to England from 
Japan, by means of drastically increased customs duties, of 
a large import trade in textiles; the diversion from America 
to Australian home manufacture of a large trade in motor 
car engines and parts; and the diversion from “ bad- 
customer countries ” (chiefly the United States) to “‘ good- 
customer countries” (mainly European) of a substantial 
amount of imported manufactures. The technique of the 
two later diversions has been to prohibit the importation 
of the goods concerned, save under licence from the 
Minister. 

These steps may fairly be regarded as committing 
Australia wholly, for the time being at any rate, to the 
prevailing policy of economic nationalism, trade restric- 
tions, quotas, bargains between governments. Obviously 
enough, because of her external indebtedness if for no other 
reason, the Australian economy cannot be self-contained. 
The question then is, where is Australia to find her comple- 
mentary units. The policy of May 22 answers this question 
emphatically, in an imperial sense. Readers of THE 
Rounp Taste will be familiar with this theme. The 


* No. 104, September, 1936, pp. 843-8. 
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Ottawa agreements were a clear expression of it, and it is 
thus expressed by Mr. Amery : 


It is indeed one of the apparent paradoxes of modern economic 
development that while the whole conception and structure of 
the modern state imply a policy of economic nationalism, the 
technical developments of modern production all demand so wide 
a range of varied natural products, so large a market to secure 
the maximum efficiency of mass production, so powerful a finan- 
cial basis, that few of the existing countries into which the world 
is divided constitute economic units adequate to modern con- 
ditions. The solution of the paradox lies not in flying in the 
face of the whole tendency of modern thought in order to restore 
a nineteenth-century internationalism, nor in acquiescing in the 
stifling of progress by existing national boundaries. It lies in 
widening those boundaries by bringing together nations in 
groups large enough co satis oI the technical requirements of 
modern production, and yet also sufficiently held together by 
some common ideal, some permanent co-operative purpose, to 
enlist the forces of economic nationalism on their behalf... . 
For us that wider basis, political and economic, is already given. 
The British Empire, with the outer circle of economic or political 
dependencies which are, or may yet come, within its orbit, 
provides, for us at least, our natural starting par and the object 
of our main endeavour during this next phase of the world’s 
development.* 


But is this policy sound for Australia to-day? Funda- 
mentally, the criticism of the trade diversion policy now 
making itself slowly manifest is that it is neither economic- 
ally expedient nor politically safe for Australia to adopt 
towards the countries of the northern Pacific the attitude 
which the new policy implies. 

Misgivings along these lines were widely felt in Australia 
as soon as the new policy was announced, and they have not 
since been lessened. ‘The volume of overt criticism, how- 
ever, has so far been almost incredibly small. The news- 
papers, even where not supporting the Government, have 
at least been reticent, the graziers for the most part un- 
convinced but not vocal. Partly, no doubt, this apparent 
complaisance is due to pressing party-political considera- 
tions. The only effective alternative to the present 


* The Forward View, pp. 111, 115. 
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Government would at the moment be a Labour Govern- 
ment, and the shadow of Mr. Lang has kept many critics 
silent. 

There have been other considerations operating as well, 
notably the request made by the Prime Minister that 
interested parties should “keep out of the ring”. So 
dramatic have been the Government’s moves, so skilfully 
have suggestions about defence been introduced, so sedu- 
lously has an air of mystery been preserved, that the plain 
man feels, almost in spite of himself, that there is a great 
deal more in this business than meets the eye. It will be 
remembered that the Government announced the new 
policy, without warning and without opportunity for 
discussion, only a few hours before Parliament adjourned 
for the winter recess. In informing the people later of 
developments in the trade dispute with Japan, the Prime 
Minister has twice used an instrument of propaganda un- 
precedented in Australia—a broadcast over all networks in 
Australia. These tactics have produced a considerable 
impression, but, in periodicals and in pamphlets, reasoned 
criticism is growing in volume. 

Parliament reassembled early in September, but the 
Opposition has been in some difficulties about launching 
any effective challenge. ‘To begin with, the trade diversion 
involved the promise of a very considerable expansion of 
employment in Australian secondary industry; in addition, 
an Australian Labour member would inevitably find him- 
self in an unenviable position in defending the entry into 
Australia of goods produced by workers under less favour- 
able wage conditions and on a longer working week. 

In some quarters the trade diversion policy was regarded 
as a far-sighted measure, calculated to induce in Japan a 
greater willingness to accept the import restrictions that the 
Australian Government had proposed during the previous 
negotiations. Certainly no realist could have expected any 
immediate result of the kind. The immediate result was, 


in fact, Japanese retaliation, as was to have been expected. 
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The Japanese wool-buyers began it by boycotting the 
Australian sales. Then on June 25 an official Japanese 
ordinance prohibited the import into Japan, save under 
licence, of wool, wheat, flour and starch, and imposed a 
50 per cent. ad valorem surtax on a number of other com- 
modities usually imported from Australia. The list 
included meat, butter, condensed milk, leather, animal fat 
and casein. Whereas the Australian customs duties were 
not to come into full force until December 1, these customs 
increases were to operate immediately. 

The next move came from Australia, in the shape of a 
regulation, issued on July 8, prohibiting save under licence 
a wide range of imports from Japan. The Prime Minister 
explained that this action was not taken in any “ retaliatory 
or punitive spirit ”, and he accompanied it with an offer to 
resume negotiations on the basis of a suspension of the 
measures taken on both sides, with the exception of the 
Australian tariff alterations of May 22. This was not very 
promising diplomacy. The Japanese Chamber of Com- 
merce in Sydney urbanely remarked that: “‘a sporting 
people will readily realise that Australia thus suggested 
compromise whilst she retained a hammer lock on Japanese 
trade”. In the alternative, Mr. Lyons offered to resume 
negotiations whilst leaving all the recent measures to their 
operation. This offer was accepted, and negotiations so far 
abortive were resumed. The exact proposals and counter- 
proposals do not appear to be known. The Ministry has 
denied a report from Tokyo that the Japanese Government 
offered to barter cottons and rayons for wool. 

In the meantime the wool sales have been proceeding. If 
the Japanese had hoped for any dramatic slump in prices 
they were disappointed. On the other hand, it is idle to 
pretend that the market has been unaffected, though how 
much it has been affected is very difficult to estimate. 

The Prime Minister has put the issue as one that “‘ in- 
volves our right to legislate, as we may decide, upon our 
own domestic affairs, and touches our right to trade as we 
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wish within the British Empire”. That is a strong enough 
point in itself, though of course it is a boomerang argument, 
and if pressed makes all tariff discussions useless. After 
all, Japan is doing to Australia exactly what Australia is 
herself doing to the “‘ bad-customer countries ” with whom 
she has an unfavourable trade balance. The whole point 
of negotiating trade treaties is precisely to modify the 
manner in which each country shall exercise its admitted 
rights. 

In any case the insistence on Australia’s right to follow 
this particular policy determines nothing whatever as to the 
merits of the policy itself, in Australia’s own interest and 
in that of the Empire. The dilemma in which the Govern- 
ment has found itself should be clearly realised. On the 
one hand, it has been trying to negotiate, as against South 
American and European competitors, for a larger share of 
the British import market in meat and in other foodstuffs. 
In that negotiation, Australia’s bargaining counter has been 
the offer to regain for British textiles, at Japan’s expense, 
a larger share of the Australian import trade. But the very 
act of making such an offer impairs the success of Australia’s 
efforts to find in the northern Pacific an expanding market 
for meat, flour and wool, particularly for wool. Australia 
loses, perhaps, whichever way she chooses. 

That means she must choose in the light of the long- 
distance factors. Possibly not all of them are known to the 
general public. But those which are known weigh, on 
balance, against the particular arm of the dilemma that the 
Government has chosen. ‘The strenuous effort being made 
to increase British home production and to make the 
Mother Country more nearly self-sufficient in foodstuffs 
suggests strongly that Great Britain cannot continue to 
offer an expanding market for Australian produce. The 
East can. But the trade diversion policy not only produces 
immediate dislocation of that market, it threatens ultimate 
contraction of it, in wool especially. 


Arguments for this part of the trade diversion policy 
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based on defence needs are disturbing but not altogether 
convincing. To provoke the antagonism of Japan is not, 
obviously at any rate, the best service that Australia can 
render Great Britain and the rest of the British Common- 
wealth. The British Government is reported as having 
disclaimed all responsibility for the introduction of the new 
policy, and the repercussions of Australia’s action may 
perhaps cause some embarrassment to Great Britain herself 
in the East. There seems to be some ground for thinking 
that the diversion of trade may help Lancashire rather than 
Great Britain, and even that, taking a long view, its advan- 
tages to Lancashire are dubious. If the reports are correct 
that the future of Lancashire depends on courageous 
reorganisation and re-equipment within the cotton industry 
itself, the present concessions may well be on a wrong basis 
altogether. 

One aspect of the new policy has been adversely com- 
mented upon, and never seriously justified. The Common- 
wealth Government has, over a term of years, been building 
up a tariff system based on a sound technique of expert and 
impartial investigation by the Tariff Board. The introduc- 
tion of the licensing system, the imposition of new tariffs 
upon Japanese textiles, and upon motor engines and parts, 
took place, so far as the public is aware, without any prior 
consultation whatever with the Tariff Board. When 
questioned, the Government’s answer in each case was 
simply that this was “a policy of trade diversion ”, and fell 
outside the scope of the Tariff Board’s operations. Upon 
this the Ritchie Professor of Economics in the University of 
Melbourne remarked that “the Government appears to 
have exposed the whole structure of our tariff policy to the 
vagaries of future political expediency, and the log-rolling 
of interested parties ”’. 


Australia, 
October 1936. 





SOUTH AFRICA 


J. THe PoxrricaAL OuTLooKk 


N the last number of THE Rounp Taste * reference was 

madetothe impending elections for the provincial councils 
in the four provinces of the Union as being likely to furnish 
an important indication of the political strength of the 
Union Government throughout the country. It is true 
that these elections are nominally concerned with provincial 
rather than with general political issues. But they were 
contested purely on party lines, and, as this was the first 
occasion since the formation of the United party Govern- 
ment on which the people throughout the Union have 
been able to cast their votes on general political issues, the 
anticipation expressed in the article referred to—that these 
elections would be regarded by all sections as a preliminary 
trial of strength in anticipation of the parliamentary elections 
due in 1938—was fully realised. The results, however, 
in the Transvaal and Orange Free State—the only two 
provinces in which the elections have already taken place— 
have been far more favourable to the United party than 
even its optimistic supporters had hoped for. 

In the Transvaal the Dominion party confined itself to 
contesting seats on the Witwatersrand. Its candidates 
stood in 13 of the 23 constituencies in that area, but only 
one was returned, and he by a narrow majority of 28 votes, 
in Colonel Stallard’s own constituency. The Labour 
party, as was anticipated, was more fortunate, and suc- 
ceeded in carrying six seats, but this, in view of the splitting 
of the anti-Labour vote by Dominion party candidates, 
must be regarded as a very moderate performance. In the 
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country districts the only opposition to the United party 
came from the followers of Dr. Malan. The result in their 
case was equally disastrous, as only two candidates were 
returned, by majorities of 25 and 1 respectively. In the 
latter case the successful candidate has resigned, in view of 
an impending election petition. The new council therefore 
consists of 48 United party members, 6 Labour members 
and one each of the Dominion and Malanite Nationalist 
parties. 

The results of the Transvaal election in themselves would 
thus appear to be a remarkable expression of confidence 
in the United party Government. This, however, must to 
a certain extent be discounted by two considerations : 
first, that the election was after all a provincial and not a 
parliamentary election; and, secondly, that the poll was a 
small one, as not more than 50 per cent. of the registered 
voters recorded their votes. On this point it is claimed 
by supporters of the United party that, as the Opposition 
parties were the attacking force, and had chosen the 
occasion to test the feeling of the electorate, the apathy, 
which led to so large a proportion of the voters neglecting 
to vote, would naturally be more in evidence on the side 
of the defence. However that may be, the fact remains 
that, in so far as the elections in the Transvaal were used 
as a challenge to the strength of the Government, their 
position remains unshaken. 

In the Orange Free State the polls were larger than in 
the Transvaal—almost up to the normal percentage of a 
parliamentary election. Great hopes were entertained by 
the dissident Nationalist party of their prospects in the 
Orange Free State, and the belief was widely held that the 
popular vote in that province had definitely turned against 
the United party. The result of this provincial election, 
however, does not give ground for that belief. In 
the outgoing council the United party had 18 seats, the 
Nationalists 6 and the Central party—a resuscitation of the 
party founded by the late Mr. Tielman Roos—one. In 
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this election the United party won the Central party seat 
and two Nationalist seats, while the Nationalists won two 
United party seats, so that the new council consists of 19 
United party members and 6 Nationalists—a result which 
again (in so far as inferences can be drawn from it) shows 
an unshaken position for the Government party. 


Il. THe UNION AND ITs NEIGHBOURS 


HE City of Johannesburg has been celebrating the 

fiftieth anniversary of its birth. Foundation would be 
an inappropriate word; for the people who gathered fifty 
years ago on that bare upland of the high veld, to explore 
the possibilities of an outcrop of gold-bearing reef, had 
little conception of the miles of streets and buildings that 
cover that ground to-day. To commemorate this anniver- 
sary an Empire Exhibition has been opened, to display 
the products and industries of South Africa, its scenery, 
life and inhabitants, together with exhibits from Great 
Britain and other parts of the Empire. Attracted by this 
unique occasion have come visitors from Africa outside 
the Union and from oversea, and the opportunity has been 
taken of holding conferences of persons from different 
parts of the sub-continent interested in particular move- 
ments or associations. 

The most important of these was a conference of African 
Governments south of the Equator invited by the Union 
Government to consider common problems of transport 
by land and air. The Belgian Congo, the Portuguese 
colonies of Angola and Mozambique, the French colony of 
Madagascar, the British colonies of Uganda, Nyasaland, 
Kenya and Northern Rhodesia, Southern Rhodesia and the 
mandated territory of Tanganyika were all represented by 
Governors or their deputies with their technical advisers— 
in the case of Southern Rhodesia by the Governor, the 
Prime Minister and the Minister of Mines. This is the 
latest and most important of a series of conferences of 
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neighbouring African States and colonies by which the 
Union Government has been endeavouring to bring about 
closer co-operation and a better mutual understanding 
in matters of common interest—for instance, postal 
services, or public health regulation. 

This last conference on transport was of wider scope, and 
brought together for the first time the actual heads (or 
their representatives) of the respective States and territories. 
The conference, after its formal opening by the Governor- 
General, set up two technical committees for air and land 
traffic respectively, and these, after a few days’ delibera- 
tion, produced unanimous reports. In view of the diversity 
of conditions prevailing in the various territories it was not 
to be expected that agreement would be reached, or sought, 
on matters of detailed administration. On such matters 
an interchange of views and comparison of conditions was 
welcomed and appreciated. On two important matters 
of railway administrative policy, definite resolutions were 
taken—one that the standard track gauge should be the 
three-feet-six-inches gauge, on which so much of the 
African railways have already been laid, and that rolling 
stock and other equipment should be planned on that 
basis, and the other that common policies should be 
adopted to meet road transport competition and co- 
ordinate roads with railways. In the field of air transport, 
resolutions were taken for the demarcation and equipment 
of international air routes. 

But more important than these practical resolutions was 
the unanimous recognition of the permanent value of the 
new principle of consultation and conference. A per- 
manent secretariat was .established, as a centre for the 
acquisition and circulation of information among the 
parties to the conference, and for the formulation and 
discussion of new suggestions. It was also decided that 
this conference should again be called together in 1940 at 
Lourengo Marques. 

In this way a beginning was made of what may be a very 
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fruitful development for peace and advancement in southern 
Africa. 


I. THe Native Trust AND LAaNnp Act 


ARLY in June 1936 the Native Trust and Land Bill 

passed itsthird reading in the Union House of Assembly. 
It received the imprimatur of the Senate immediately after- 
wards, and has now become the law of the land. 

The Land Act is one of the trilogy of measures by which 
General Hertzog has proposed to lay down the native 
policy of the Union, for this and succeeding generations, 
on the basis of segregation. ‘These measures are, firstly, 
the Natives’ Representation Act, which has segregated the 
Bantu politically from the rest of the population; secondly, 
the Land Act, which seeks to provide for the territorial 
segregation of the rural natives; and, thirdly, a measure 
(amending the Urban Areas Act) which will regulate the 
terms on which natives are to be admitted to and live in the 
towns of the Union’s “ European” areas. This third 
measure is still in process of elaboration. 

The Representation of Natives Act has already been 
fully dealt with in THE Rounp Tasie.* So have certain 
aspects of the Native Trust and Land Act. It is the object 
of the following pages to give an account of the measure 
as a whole, dealing summarily with the aspects already 
discussed. 

The Land Act falls into two main parts. The first part 
deals with the extension of the Union’s over-populated 
native reserves, in order to make room, not only for the 
natives’ natural increase, but also for the “ redundant ” + 
natives who will be compelled to leave the European urban 
and rural areas in the interests of the segregation policy. 


* No. 100, September 1935, p. 725; No. 102, March 1936, p. 414; 
No. 103, June 1936, p. 528. 

t No. 100, September 1935, p. 723; No. 102, March 1936, p. 416; 
No. 103, June 1936, p. 535; No. 104, September 1936, p. 852. 

t I.e., those whose services are not required by the Europeans as 
labourers. 
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This part of the Act has already been discussed in THE 
Rounp Taste. Briefly, it provides for the setting aside of 
certain “‘ released areas ” where, in addition to the existing 
reserves, native land-holding will in future be legally 
recognised.* European landholders in the released areas 
may be bought out by the natives or by the Government ; 
and, as a last resort, the Government has reserved to itself 
the right of expropriation. When in the course of time 
(and the time is certain to be a long one) all the Europeans 
in the released areas have been bought out, the existing 
10.4 million morgen ¢ of native reserves will have been 
increased to 17.7 million morgen, which is 12.3 per cent. 
of the total area of the Union. The land held by natives in 
this reserve is to be vested in a trust (the South African 
Native Trust) and the trustee is to be the Government of the 
day, that is to say, a Government elected almost exclusively 
by the Europeans. 

The second part of the Act deals with natives who live 
on European-owned land. There are three classes of such 
natives: firstly the “ squatter,” who hires land on terms 
other than labour services; secondly the “labour tenant,” 
who is allowed by the landowner to sow and graze cattle on 
his land in return for specified labour services by himself and 
his family; and thirdly the ordinary labourer, who works 
for wages. The Act deals with squatters and labour 
tenants: it seeks to eliminate the former and to reduce, on 
certain farms, the numbers of the latter. 

This type of legislation is nothing new in South African 
history, at any rate as far as squatting is concerned. From 
the days of the Great Trek onward, Boer Vo/kraads, and 
the Legislatures of British colonies as well, have sought to 
limit the number of natives living on European farms to 
such as were genuinely required by the farmer to work his 
land and tend his live-stock. In the “ liberal ” Cape Colony, 


* Some 400,000 natives already live in the released areas. 
t One morgen = 2} acres. The area of the Union is about 
143,000,000 morgen. 
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for example, a whole series of “Location” Acts were 
passed during the latter part of the nineteenth century whose 
aim was to get rid of the squatter, either by taxing him out 
of existence or in other ways. Since Union a number of 
laws have had a similar objective. ‘Thus the Land Act of 
1913 (which the courts ruled to be not applicable to the 
Cape Province) sought to prevent farmers from allowing 
any new squatters on to their farms, the intention being to 
let the system gradually die out. Again, the Native Service 
Contract Act of 1932, which affects the Transvaal and Natal, 
imposed a tax of £5 on every adult male squatter in any 
district where the Act was proclaimed. (So far the Act 
has been nowhere proclaimed, and it is now superseded, 
with respect to squatting, by the Native Trust and Land 
Act.) 

The Land Act of 1936 does, however, differ from its 
predecessors in a number of ways in respect of its squatting 
and labour tenant provisions. For the first time it applies, 
or rather enables the Government to apply, a uniform system 
to the whole country. The squatting provisions, taken by 
themselves, do not make the native’s position any worse 
than it has been since 1932. But these provisions should 
be read in conjunction with other clauses of the Act, which 
will in future take away the right hitherto still enjoyed by 
certain natives, namely, those of the Cape Province, to 
purchase or lease land anywhere in that province. The 
uniformity introduced by the labour tenant provisions 
involves more important changes which will be discussed 
presently. 

One of the great merits of the Act, in the opinion of its 
supporters, is that it will put an end to “ Kaffir farming ” 
in the midst of Europeans. Kaffir farming means the 
cultivation of the soil (and its exhaustion) by primitive tribal 
methods and its stocking with the worst description of 
scrub cattle. Progressive farmers have undoubtedly a 
strong case when they urge that European areas should 


be protected against this kind of farming, and against the 
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other annoyances that result from the close proximity on 
the soil of advanced and backward peoples. But the 
natives may fairly claim that they should not be driven from 
what is, in many cases, the land of their ancestors without 
some real guid pro quo, which it is extremely doubtful whether 
the administrators of the Act will be able in all (perhaps even 
in most) cases to provide. What is more, there are some 
progressive farmers among the natives also (though their 
numbers may be few) and more who have it in them to 
become progressive. There does not seem to be much 
hope for these people, unless some separation is effected 
between them and their more primitive brethren, and they 
are given a chance to acquire substantial holdings. 

Let us now consider the more important details of the 
squatting and labour tenant section of the Act. It should 
be noted that this section has not come into force with the 
passage of the Act. The Government has reserved to 
itself the right to determine when and in what districts (or 
portions of districts) the section shall take effect. It may 
also determine which clauses of the section shall operate in 
any particular district. What follows is a description of the 
effect on a district of the application to it of the whole 
section. 

First, as regards squatting, a progressive tax will be 
imposed on the landowner, starting from 1os. per adult 
male squatter in the first year and rising gradually to £5 
in the tenth and subsequent years. ‘Thus will the squatter 
be eliminated, not only from the surplus land of bona fide 
farmers, but also from large areas held by companies for 
the sole purpose of collecting rents from the natives, 
especially in the Transvaal. Such areas, together with a 
certain amount of crown land at present occupied by 
natives, will then become available for European settlement. 
As regards labour tenants, the section will operate as 
follows. In every district to which the section is applied 
a Labour Tenants Control Board will be set up, consisting 
of an officer of the Native Affairs Department as chairman 
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and two landowners farming in the district. (In the Cape 
Province the Divisional Councils will perform the functions 
of the Boards). At the request of the Government or of 
six landholders in the district the Native Commissioner 
must summon before the Board any farmer named in such 
request, who will then be required to show cause why the 
number of his labour tenants should not be reduced. In 
calculating the number of labour tenants a farmer may need, 
the Board will assume that each of his labour tenants works 
for him at least six months in every year. In 1932 the 
Native Service Contract Act did its best to extend the three 
months’ service customary up to that time to six in the 
Transvaal and Natal. The six months’ service, which 
may be spread over the whole year, is now apparently to 
become general throughout the country. Similarly the 
penal sanctions of the Masters and Servants Laws, which in 
1932 became applicable to labour tenants in the Transvaal 
and Natal, are now to become applicable to them through- 
out the Union. 

What will happen to the displaced squatters and labour 
tenants? Clause 37 of the Act lays upon the Government 
the duty of accommodating these people in the areas set 
aside for the natives. The wording of the clause would 
seem to suggest that all natives who are ejected from the 
land on which they live will be thus provided for. But 
there are certain indications that this may not, in fact, be 
the intention of the Government. In the House of 
Assembly the Minister of Native Affairs refused to accept 
an amendment designed to compel the Government to see 
that adequate provision was made for a native before he was 
displaced under the Act. Again, the Prime Minister gave 
anxious rural members the assurance that they need not 
“ fear anything where you have to do with labour required.” 
Some members, particularly members from the Transvaal, 
quite obviously regarded the section we are discussing as a 
means of a better distribution of the native labour supply 
among the farmers. As one of them put it, “ There is an 
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Opportunity to make the native more employable than is the 
case to-day.” Ifan appreciable number of displaced natives 
are going to be thrown on to the rural labour market to 
satisfy the need of certain farmers for more cheap labour, 
the condition of the rural labourer may very well become 
further depressed. 

A word may be said about the passage of the Act through 
Parliament. During the course of the debate on the 
second reading General Hertzog made the important and 
welcome announcement that {10,000,000 would be made 
available within the next five years (and further sums if 
required thereafter) for the purchase of land for natives in 
the released areas. But to enable natives to purchase land 
will not be enough: the Government will have to tell the 
country what it proposes to do to forestall the development 
of those “ desert conditions ” in the native areas to which 
the Native Economic Commission drew its attention a few 
years ago. If it proposes to vote money for this object on 
the scale that befits the magnitude of the problem, it will 
certainly encounter opposition. As it is, the bitterest 
parliamentary opposition to the Government’s programme 
of rural segregation was directed by the Nationalists at the 
£10,000,000 set aside for land purchase. Their attitude 
drew from the Government the retort that it was no good 
paying lip service to the policy of segregation unless you 
were going to provide the means of making it effective. 
For the rest, the Land Bill encountered little real opposition, 
and it was finally passed almost exactly in the form in which 
it had emerged from the Joint Select Committee of the 
Senate and the House of Assembly in 1935. General 
Hertzog can claim with truth that his coalition with General 
Smuts has enabled him to carry through the most important 
aspects of his native policy. 


Union of South Africa, 
October, 1936. 
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I. THe BupGEtT 


ABOUR’S first budget was presented on August 4. 
Its essential figures may be thus summarised : * 


Revenue 
Taxation 
Interest receipts 
Other receipts 


Expenditure.t 

Debt services . 
Exchange , . 
Transfer of highways revenue 
Other permanent appropriations 
Annual votes : 

Social services 

Other votes. 


Total, main estimates 
Cost of reducing working hours 


in various state services 
Other supplementary estimates . 


Surplus : 
Unemployment levy andtax . 


1936-7 
Estimates 


26,017,000 
2,520,000 
2,5 30,000 


1935-6 
Results 
£ 
21,556,415 
2,721,446 
1,894,506 





£31,067,000 


£26,172,367 





9,259,000 
1,45 5 000 
2,512,000 

618,000 


10,302,000 
6,658,000 


30,804,000 


150,000 
100,000 


£31,054,000 


13,000 
4,210,000 


9,345,954 

1,593,536 

2,107,40 
701,552 


7,756,212 
4,385,907 


25,890,567 


281,800 
3,920,026 


The budget contained little that was unexpected. It 
provided for public works this year to the extent of 
* For the previous year’s figures, see THE RouND TABLE, No. 101, 


December 1935, p. 212. 


+ Supplementary estimates brought down in October provide for 
additional expenditure to the extent of £1,718,289. 
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£,10,450,000—of which sum {4,510,000 will come from 
revenue. The balance will be borrowed “without any 
loan issue to the public”: presumably it will come from 
uninvested departmental funds. Mr. Nash hopes that 
“additional ordinary expenditure” to the extent of some- 
thing like £3,000,000 will be met by the buoyancy of the 
revenue without increase in taxation. But the budget 
also provided for generally increased pension rates, with 
the important addition of an invalid pension of £1 per 
week; and the income and property qualifications have 
been liberalised. “‘ The principle guiding the Govern- 
ment ”’, said Mr. Nash, “is that a first charge on the national 
income should be the care of the aged and the ailing.” 
The pensions bill will thus be increased from £3,770,000 last 
year to £5,480,000. The necessary funds are to be obtained 
by increases in income tax (estimated to produce £1,000,000), 
and by the re-introduction of the graduated land tax 
(estimated to produce £800,000). 

The new land tax is to be at the rate of 1d in the £ on 
taxable values up to £5,000, rising to 6d in the £ on taxable 
values of £45,000 or more. The purpose of the tax is 
apparently two-fold : to raise revenue, and also “ to obtain 
for the community the values created by it”. The meaning 
of this last phrase is not very clear. The new tax is one 
of the means by which the Government hopes to prevent 
speculation, and, if necessary, take for the state unimproved 
values “‘ created by the community ” in the past or in the 
future.* 

The new income tax differs from the old in that the rate 
of graduation becomes more uniform, and the general 
exemption of £210 (p/us the usual exemptions in respect 
of wife, children, etc.) will be deducted from every income 
before tax is levied. On the balance of “‘ earned ” income, 
taxation will be at the “ basic” rate of 1s. 8d in the £, 
rising with every £ of additional income to a maximum 

* The object of the old graduated land tax was to break up big 
estates. 
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rate of 8s. 2d (reached with a taxable income of £8,950). 
Company income tax rises from 1s. in the £ to a maximum 
of 7s. 6d in the £ on incomes of £8,950 and over. The 
normal rate of tax on income from debentures is 8s. 2d 
in the £. “ Unearned” income will (as in the past) be 
taxed 334 per cent. higher than “earned” income. The 
tax payable under the new rates will be substantially larger 
than last year: an average increase, it is said, of 20 per cent. 
As in the case of the land tax, this increase in income tax 
appears to have a double purpose: to raise revenue, and 
to re-distribute purchasing power—for the Government 
insists that the increased revenue is, as it were, ear-marked 
for pensioners. In the words of Mr. Armstrong, Minister 
of Labour, 


we are taking from the people with any amount to spare in order 
to relieve distress among the ranks of people who have been living 
for years on the poverty line. The higher pensions are a complete 
justification for the increased taxes on people who are well able to 
pay. 

On the whole, the budget was well received. Admit- 
tedly it increased direct taxation to a very high level and 
was criticised accordingly. Some go so far as to say that 
the Government’s object is gradually to squeeze out private 
enterprise so as to clear the way for state industrial and 
commercial activities. All the same, Mr. Nash’s budget 
was financially orthodox, and it was of a familiar type. 
“ Generally speaking ”’, said the Christchurch Star-Sun, the 
budget “is the kind of statement that might be expected 
from any orthodox but rather extravagant Finance Minister 
in boom times.” 


II. Mr. Nasu AND SocrAL CREDIT 


NE sign of Mr. Nash’s “orthodoxy” was the 
virtual absence from his budget of any reference to 
the use of “public credit” and “debt free money”. 
These terms still have considerable political significance. 
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It is well known that Social Credit supporters played an 
important part in Labour’s victory, and that there is a 
group in the party caucus and in the Cabinet that favours 
“ public credit ” policy. At times there have been rumours 
of internal dissensions that might depose Mr. Nash in 
favour of someone more “ Douglas minded”. However, 
to all appearance he is at present firmly in the saddle, and 
his views dominate Labour’s financial policy. 

Mr. Nash, since becoming Minister of Finance, has 
sketched in firm outline his views on the use of public 
credit. On June 3 he rejected a suggestion that non- 
interest-bearing securities should be used “for state 
purposes ”, substantially on the ground that such a policy 
would dislocate existing financial machinery. His desire 
was to use that machinery rather than to destroy it.* 
Again, his views were further explained in a debate on 
August 12. “ An expanding economy ”, he said, needed 
a corresponding expansion of credit. His Government 
had deliberately embarked on a policy of expanding 
“production up to the limit set by the needs of the 
community”. If the “capital wealth” necessary to 
finance this expansion were not forthcoming from savings 
(“‘ which constitute obviously the best source”) or taxation, 
it would be provided by expansion of bank credit. The 
tule governing such expansion would be “ that there would 
be £1 worth of goods or services behind every £1 of extra 
credit created”. By this means the dangers of inflation 
would be avoided; in fact he seemed to argue that inflation 
would be impossible so long as the object and effect of 
credit expansion was to enable human labour to convert 
raw materials into “‘ usable and desirable commodities ”. 
He added that this was “ standard orthodox economics ”’. 

Those outside the Labour party feel some apprehension 
about the matter, and await practical examples of the 
Minister’s policy. So far the only example to hand is the 
Government’s housing scheme. On September 9 Mr. Nash 

* See THE Rounp TaBLE, No. 104, September 1936, p. 871. 
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announced that arrangements had been completed with the 
Reserve Bank for the advance of £3,500,000 during the 
next 12 months.* This will be spent either directly by 
the Ministry of Housing (under Mr. J. A. Lee, Parlia- 
mentary Under-Secretary to the Minister of Finance) or 
through building loans to local bodies. The resulting 
houses will be “‘ high grade, reasonably priced residences, 
grouped in accordance with the best town-planning 
principles”. The terms of the loan from the Reserve 
Bank are not disclosed; but it will presumably be repaid 
by the rent drawn from the new houses. 

Whether Mr. Nash is orthodox or not there is little 
doubt that he can give his plans a fair trial. It has 
already been explained in THE Rounp TaBiE how the 
Reserve Bank has been armed with the most extensive 
powers and placed strictly under Ministerial control. 
In case “ orthodox” financiers should prove obstructive, 
Mr. Nash has potential control over the policy of such 
financial institutions as the Post Office, State Insurance 
Offices, and the State Advances Corporation. And finally 
there is the Bank of New Zealand. This bank conducts 
neatly half of New Zealand’s ordinary banking business 
and four of its six directors are nominated by the state, 
In the past the state has normally had no particular banking 
policy, and its nominees have in fact adopted the same 
general “orthodox” policy as the other trading banks. 
In March, however, two government nominees, Sir 
Harold Beauchamp and Mr. Oliver Nicholson, retired from 
the directorate in the ordinary course. They have given 
the bank long and faithful service, and have been repeatedly 
re-nominated to the directorate. In their place the Govern- 
ment appointed two men of a younger generation, a pro- 
fessional economist (Mr. D. O. Williams) and an Auckland 


* The Second Finance Bill, introduced on October 7, raised this 
figure to {/5,000,000. 

+ See THE Rounp TaBLe, No. 103, June 1936, p. 649; and No. 
104, September 1936, p. 861. 
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business man (Mr. H. J. Kelliher). Further, the July 
Finance Act provides that the remaining government 
directors will retire on March 31 next. 

Presumably the new directors will be men in broad 
sympathy with the Government’s policy; and thus will 
be completed a formidable array of institutions under 
government control. In these circumstances the personal 
character and ability of Mr. Nash have considerable 
political importance; for it is widely felt that they give a 
valuable safeguard against extravagant use of the Govern- 
ment’s power. 


Ill. THE GUARANTEED PRICE 
URING his budget speech Mr. Nash at last an- 


nounced the guaranteed price for dairy produce.* 
It is to be 117s. 3d (N.Z.) per cwt f.0.b. for finest creamery 
butter. As previously announced, however, this “ basic ” 
ptice will be somewhat varied according to the precise 
quality of the butter and cheese supplied. The govern- 
ment will pay for the finished product, but the farmers (and 
the country) think generally in terms of the price paid by 
factories to farmers per lb of butter-fat. It is generally 
calculated that the average factory pay-out will be ap- 
proximately 1s. 1d (N.Z.) per lb of butter-fat to butter 
factory suppliers, and 1s. 24d (N.Z.) per lb of butter-fat 
to cheese factory suppliers. Mr. Nash explained that the 
Government had faithfully carried out its policy. The 
price was based on average prices for the past 8 or 10 years 
** plus something more”, and it included an allowance for 
rising costs. He added that the marketing would be 
carried out in London as usual through Tooley Street 
merchants, but that Tooley Street had agreed to reduce the 
usual commission. This reduction would benefit the 
industry, which would also save “ at least £60,000 in bank 
charges”. It is understood, also, that other economies 


* See THE Rounp TABLE, No. 103, June 1936, p. 647. 
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arising from “ orderly ” marketing will be considerable. 
Mr. Nash stated that if this year’s London sales did not 
cover the guaranteed price the deficit would be “the 
responsibility . . . of the Government.” If there is a 
surplus, it “will be used for the benefit of the dairy 
farmer and the industry after consultation with its 
representatives ”’.* 

As was to be expected, comment on the guaranteed price 
by representatives of the farming industry ranged from 
acute disappointment to moderate satisfaction. On balance, 
opinion seems to be that the price is a fair one, erring if 
anything on the side of caution. In Mr. Savage’s own 
phrase, “‘ the price is a fairly liberal interpretation of my 
statements to the farmers”. It is generally said that “ the 
Government has played very safe”. As for the future, 
next season’s price will be fixed on somewhat different 
prtinciples.— But meanwhile Mr. Nash will have visited 
England, where, he hopes, “ the simple logical reasonable- 
ness ” of his case will “ persuade Britain to take a maximum 
quantity of goods from New Zealand”. The result of his 


mission will have an important bearing on the future of 
the whole scheme. 


IV. MortGaGE Po.icy 


HE guaranteed price is only one part of the Govern- 

ment’s policy towards farmers. It must be considered 
in relation to mortgage policy and the wages of farm 
labourers. 

On August 25 the “ Mortgagors and Lessees Rehabilita- 
tion Bill” was introduced into the House. Its object is 
“to keep the farmer on his farm and the home owner in 
his house”; to do this by making sure that mortgages are 
not greater than 100 per cent. of the relative security; and 
to reach a settlement quickly and finally. All applications 


* See his budget speech on August 4 and his speech in reply on 
August 12. 
} See THE Rounp Taste, No. 104, September 1936, p. 867. 
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for relief must be made by January 31 next. If such 
application is not made, all relief and protection given 
under previous legislation ceases forthwith. Mr. Nash 
hopes that all cases brought under the new Act will be 
finalised by the end of next year, so that “the ordinary 
relations between mortgagors and mortgagees may be 
resumed ”’, 

The Act, like much of the present Government’s major 
legislation, is an adaptation of the law as framed by its 
predecessors. The Rural Mortgagor’s Final Adjustment 
Act 1934-5 provided that farm mortgages should be written 
down in conformity with current values as determined by 
the five-year budgetary period.* The new Act makes use 
of similar Adjustment Commissions and Court of Review, 
though the entire personnel (except Mr. Justice Johnston) 
retires, and is eligible for re-appointment. The principle 
is the same (that mortgages should not exceed the present 
value of the security), but it is applied to all mortgages, 
not merely rural, and a different method of valuation is 
used. Farming property is to be valued in accordance 
with the guaranteed price policy. The Commission (or 
Court) is to discover how much produce could be pro- 
duced from a given farm “ by the average efficient farmer ”’, 
This produce will be valued on the basis of “ the prices of 
farm products received over a period of from 8 to 10 years 
immediately prior to July 31, 1935 ”. This gives the gross 
income of the farm. Net income will then be calculated 
by deducting “all the costs incurred in production, includ- 
ing a sum that would give a reasonable standard of living ”. 
This net income will be “ capitalised at a rate to be fixed 
... by order in council”, The result is the “ basic value ” 
of the farm. If it is mortgaged for a greater amount, the 
mortgage is written down to equal the basic value, and the 
balance becomes an unsecured and “adjustable debt”. 
** Adjustable debts ” are written off unless an Adjustment 
Commission provides otherwise. 

* See THE Rounp TABLE, No. 99, June 1935, p. 640. 
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With respect to non-farming properties, the Commission 
is to value them as at the date of the Bill’s passing; if the 
properties are mortgaged for amounts greater than this 
value, the excess becomes an “ adjustable” debt. The 
Adjustment Commissions, subject to supervision by (and 
appeal to) the Court of Review, are given the widest 
administrative powers, including the power to vary any of 
the terms of any mortgage, to deal with arrears, and so 
forth. All mortgaged property in the Dominion may be 
brought under the present Act. A further point is that 
the “temporary” interest and rent reductions made in 
1932 are now declared permanent; and all mortgagors are 
given the opportunity to pay off their mortgages and re- 
finance (if they can) on better terms, merely by giving 
notice to the mortgagee before January 31 next that they 
wish the interest rate to be reduced. 

These proposals have met with a chorus of criticism. 
For example, they are said to “ make the mortgagee pay ” 
by writing down values at a time very favourable to the 
mortgagor. Alternatively, they place the farmer in a strait- 
jacket : mortgaged up to 100 per cent. with no opportunity 
to repay his debt (this particular point will turn on the 
rate of interest on which the “ net income ” is capitalised, 
and on its relation to actual mortgage rates). Again, they 
help the improvident man who is over-mortgaged, and 
give nothing to the man who (perhaps at great sacrifice) 
has paid off a portion of his mortgage. It is said that they 
are based on values of the moment (for non-farming 
property), and in the case of farms on a guaranteed price 
which will next year be fixed on different principles from 
those governing the current price. There is much resent- 
ment among mortgagees at the inclusion within the scope 
of the new Act of mortgages arranged since 1932; even 
those arranged in 1936 are included. Finally, it is said 
that the new legislation will lead to land speculation and 
ovet-capitalisation. 


Experience shows that any benefit conferred on the 
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farming industry tends to be absorbed in over-capitalisation. 
The question is whether the Government can carry out its 
avowed intention to prevent this process from happening 
in the present case. It has taken certain powers under the 
State Advances Corporation legislation. A man whose 
land is mortgaged to the Corporation may give no further 
mottgage over that land without the Corporation’s consent ; 
and if he sells his land the Corporation may call up the 
whole or any part of its loan to him. Further powers are 
taken in the mortgage legislation. If any mortgage is 
“adjusted ”, and the mortgagor sells out, the loan becomes 
repayable. Further, no sale may take place before 
December 31, 1940, without the consent of the Court; 
and, if the selling price is above the value (or basic value) 
to which the mortgage was adjusted, the court may order 
any part of the balance to be paid over to previous creditors 
“ whose accounts have been written off”. Mr. Nash also 
hopes that the graduated landtax will discourage speculation. 

Opinions differ sharply as to whether or not these 
provisions will have the desired effect. 


V. Datry Farm Lasour 


ABOUR costs have been an outstanding problem in 

our farming system: a problem that had to be solved 
if farming costs were to be stabilised, and was all the more 
serious because of the existing tendency for farm labour to 
be attracted to industry and public works by higher pay 
and shorter hours. The Government consulted the 
representatives of the Farmers’ Union about this problem, 
and reached agreement on general conditions of employ- 
ment, and on the relation that dairy farm labourers’ wages 
should bear to guaranteed prices. When the guaranteed 
price was announced the wage rate was finalised, and the 
whole agreement embodied in a Bill introduced on 
August 14. Minimum wage rates are fixed until July 31 
next at rates rising from 17s. 6d for workers under 17 to 
£2 2s. 6d for adults: board and lodging is to be provided 
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according to a standard carefully laid down, or an additional 
17s. 6d per week paid. No deduction is to be made for 
time lost through wet weather. Holidays on full pay are 
to be allowed at the rate of 7 days in 12 weeks, or 28 days 
in the year (the annual holiday is reduced to 14 days if a 
weekly half-holiday is allowed). These minimum rates of 
pay are to be revised from time to time by Order in Council, 
according to variations in the guaranteed price; but they 
may not be less than the wages set out in this Act. 

The general view is that this wage scale will be a con- 
siderable improvement on past conditions, though some 
dairy farmers paid as much last season. Opinions differ as 
to whether the new wages are fair in relation to pay on 
public works. However, Mr. Semple (Minister of Public 
Works) announces with customary emphasis that his 
engineers will not engage farm labourers. Mr. Armstrong 
(Minister in charge of this legislation) thinks the wage is a 
good one. But apparently he also relies on the pressure of 
unemployment to force labourers to accept it. He claims 
that when industries and public works are fully manned 
there will be a sufficiently large surplus of men who will 
have no employment available except on farms. Mr. 
Armstrong meanwhile denies the prevalent report that 
there is a shortage of labour on farms. His department 
handles applications by farmers for labourers; and he says 
that no application has been unsuccessful where the farmer 
was willing to pay the wages laid down by the Govern- 
ment’s policy. He adds that on September 15 his depart- 
ment made a Dominion-wide census of all applications for 
farm labour then on hand, and that this census showed the 
position to be satisfactory. 


VI. INpustrIAL PoLicy 


HE main lines of the Government’s industrial policy 

have already been indicated in THE RouND TABLE.* 

At the time of writing, the 40-hour and 5-day week have 

* No. 103, June 1936, p. 643, and No. 104, September 1936, p. 873. 
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been widely applied. The basic wage is not yet fixed, but 
the Court announces that it will consider this matter when 
it sits in Wellington on October 19. Meanwhile, as 
promised, the Finance Act passed in July provided for the 
restoration of all wages and salaries (public service and 
otherwise) to the 1931 level. Restoration was granted to 
those affected by the “ general order ” made by the Arbitra- 
tion Court on May 29, 1931. More generally, it is provided 
that the rates of pay for any services shall not be lower 
to-day than those paid for similar services on March 31, 
1931. In all cases, restoration dates from July 1, 1936. 
This Bill was not seriously resisted by the Opposition. 
Mr. Forbes remarked that his Government had undertaken 
to restore cuts when conditions improved: “there is no 
doubt that they have improved; and we would have 
restored the cuts”. He suggested, however, that they 
should have been restored as from April 1. 

Perhaps the most striking expression of the Govern- 
ment’s industrial policy, however, is the Industrial Eff- 
ciency Bill, introduced into the House on September 25. 
The Bill reorganises the existing Bureau of Industries. 
The Bureau is now to be composed of “ordinary” 
members (civil servants chosen by the Minister of Indus- 
tries and Commerce) and “ special” members (also chosen 
by the Minister, but representing manufacturing and 
agricultural industries in general). Further, additional 
“special? members may be appointed to speak for any 
particular industry whose affairs may be under discussion, 
All members of the Bureau hold office at the Minister’s 
pleasure; “special”? members may vote only on matters 
concerning the industries they represent. 

The Bureau thus constituted has advisory and licensing 
powers. In its advisory capacity it will conduct an exten- 
sive programme of research into industrial matters, It 
may submit plans for the re-organisation of any industry. 
Due notice must be given of these plans, and those interested 
given a chance to express their opinions. The Minister may 
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revoke or amend any plan. The industries concerned may 
finally be invited to accept any plan voluntarily: failing 
voluntary acceptance it may be enforced by regulation. 
Levies may be imposed on any industry to finance the 
preparation or carrying out of an industrial plan. 

If the Minister so proclaims in the Gazette, any industry 
can be carried on only under licence from the Bureau. 
Before granting a licence, the Bureau will consider such 
questions as the efficiency of factories, their capacity to 
meet the probable demand, the local costs of production 
in relation to overseas costs, and “ any other matters which 
it thinks fit” in view of the general object of promoting 
the “economic welfare of New Zealand”. Subject to 
appeal to the Minister, the Bureau may grant, suspend, or 
revoke licences. Finally, power is given to make “ regu- 
lations by Order-in-Council to give effect to the purposes 
of the legislation”: and it is expressly provided that 
these regulations may fix prices and control production 
and marketing. 

The Minister of Industries and Commerce (Mr. Sullivan), 
in moving the first reading, admitted frankly that the Bill 
is “far reaching ” and “ involves a substantial experiment 
ona wide scale”. He admitted that its value would depend 
primarily on its administration. “If administered wisely 
and honestly and in a faithful democratic spirit ” it would 
do much good, otherwise much harm. Outside critics 
add that the Bill’s wide powers might be used virtually to 
nationalise all industry; alternatively, they might be used 
to stabilise and make permanent the existing forms of 
ptivate control. Meantime, Mr. Savage assured the House 
that “the Bill was not going to be sledge-hammered 
through”. According to one report he added: “if 
those affected by the legislation did not want it—vwell, 
that would be the end of it”. Mr. Sullivan said, however, 
that “‘ manufacturers and others concerned” had been 
fully consulted, and had accepted the principles of the Bill. 

Whether or not the Industrial Efficiency Bill is passed in 
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its present form, its basic principle of government-con- 
trolled rationalisation is an important part of Laboutr’s 
industrial policy. Manufacturers claim that the Govern- 
ment’s legislation will increase costs and therefore prices, 
thus exposing them to ruinous competition from overseas 
—unless the tariff is raised. From time to time Govern- 
ment spokesmen have endorsed this line of argument and 
promised protection of some kind. 

New Zealand standards must be protected (said Mr. Savage on 

June 26) either by the old method: of tariff wall or by the new 
ideals of Labour—trade agreements, that is, taking what we want 
from abroad consciously and deliberately. 
Apparently the plan is ultimately to prohibit the importa- 
tion of goods which can be produced economically in 
New Zealand, while giving free entry to goods which 
cannot be so produced. Meanwhile it is hoped that 
** rationalisation ” or “‘ industrial efficiency ” will strengthen 
local industry to meet overseas competition, and may 
ultimately be a means of keeping the newly sheltered 
industries up to the mark. 


VII. Ristnc Prices 


F all the manifold practical difficulties which have 

appeared with the evolution of Labour’s policy, most 
attention has been paid to that of rising prices, which (it 
is often said) threaten to take from poor people the fruits 
of government benevolence. 

Retail prices have risen and are rising. It will be some 
time before the Government Statistician can give an 
accurate survey of the general movement, but it is per- 
ceptible enough to the ordinary consumer. It has affected 
goods and services provided by private enterprise operating 
freely, or (as in the case of bread) selling at prices fixed by 
the government. Municipal services such as trams have 
been affected, and services managed directly by the state 
(such as the state coal mine). Of course increases are 
not uniform in amount, and are by no means universal; 
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and they cannot all be traced to the same cause. Some are 
due to recent legislation; others would have occurred in 
any case—for example, where prices of imported goods 
have been increased by overseas suppliers; in other cases 
again, desire for increased profit may have played a part. 

The Government admits that its industrial legislation 
increases costs (it is officially estimated that the 4o-hour 
week and restoration of “cuts ” will cost the railways an 
additional £486,000 in the present year) and that increased 
costs may compel increased prices. It argues, however, 
that those costs may in many cases be met (partially or 
wholly) by increased profit due to improving turnover. 
Where legislation has genuinely increased net costs, prices 
may be raised to a reasonable degree. It is argued that 
while 1931 money wages have been restored, the cost of 
living is still well below 1931 figures, and a further con- 
siderable rise can take place before increased prices will 
absorb increased wages—provided “exploitation” does 
not take place. That, says Mr. Savage, will be vigorously 
traced out and ruthlessly punished. To that end there 
has been passed the Prevention of Profiteering Act, which 
imposes heavy penalties on individuals or companies who 
increase prices over those charged on June 1, 1936, by an 
“unreasonable amount”. Complaints about rising prices 
may be sent to the Minister of Industries and Commerce, 
who will make all enquiries, and (if he thinks fit) make 
friendly representations to those concerned. If prices 
still seem to him to be excessive, he may bring the case 
before a judicial tribunal consisting of one stipendiary 
magistrate. The magistrate will then decide whether or 
not the prices are reasonable, paying special regard to 
increased costs due to recent legislation, and increased 
profit to be expected from the public’s increased purchasing 
power. The magistrate acts alone, and there is no appeal 
from his decision. 

Even among Labour supporters there is considerable 
doubt as to the effectiveness of this legislation. It is 
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commonly called “ bluff”, which can have little effect on 
the general course of rising prices. And this matter of 
rising prices is only one of those problems which raise the 
question : will the Government be forced either to retrace 
its steps, or to try to develop a state of social control more 
advanced than it at present appears to contemplate ? 

Criticism of the present Government comes partly from 
the Left. Those who look for quick and radical change in 
our social and economic system say that that system is still 
intact: that much of the Government’s stabilising and 
regulating legislation guarantees profits, instead of seizing 
them for the community. Critics of the Right, on the 
contrary, complain that private enterprise is to be bound 
hand and foot by regulation, and crushed by confiscatory 
taxation. They say that it is humanly impossible for 
Ministers and civil servants to cope with the detailed 
administrative problems—infinite in number and in com- 
plexity—that must be solved if the Government’s legis- 
lation is to be successful. They denounce the concentration 
of powers in the hands of Ministers: finance, marketing, 
industry, housing, transport, broadcasting, all under the 
absolute control of Ministers who can act without further 
reference to Parliament. In many of the major Acts, the 
widest possible powers are taken to make regulations by 
Order-in-Council—a procedure much criticised by the 
Labour party when in Opposition. Such dictatorship (say 
critics) may be beneficial in good hands, but will Ministers 
always be able to maintain the necessary high level? And 
will they always be able to withstand pressure from their 
organised followers, especially in times of depression ? 

Such general criticisms are met with the answer that 
dictatorial powers inevitably exist in a modern society, and 
should be placed in the hands of the people’s constitutional 
representatives. Criticism and answer raise questions too 
big to be here discussed. 

New Zealand. 

October 1936. 
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